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REPORT TO THE HOUSE OF COMMONS 


Wepnespay, 23rd November, 1949. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 


First REPORT 
Your Committee recommends: 


1. That its quorum be reduced from 15 to 10 members and that in relation 
thereto Standing Order 63(1) (d) be suspended. . 


2. That it be empowered to print from day to day, 700 copies in English 


and 250 copies in French of its minutes of proceedings and evidence 
and that Standing Order 64 be suspended in relation thereto. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


= 


ORDERS OF REFERENCE — 


Hovusr or CoMMONS, 
Wepnespay, 12th October, 1949. 


Resolved—That the following Members do compose the Standing Com- 
mittee on Banking and Commerce:— 


Messrs. 


Adamson, Fournier (Maisonneuve- McCusker, 
Argue, Rosemont), McLean (Huron-Perth), 
Arsenault, Fraser, Picard, 
Ashbourne, Fulford, Prudham, 
Beaudry, Fulton, Quelch, 
Belzile, Gibson (Comox- Alberni), Richard (Gloucester), 
Benidickson, Gour (Russell), Richard (Ottawa East), 
Bennett, Harkness, Rowe, 
Blackmore, Harris (Danforth), Sinclair, 
‘Bradette, | Hunter, Smith( York North) 
Breithaupt, | Isnor, | Smith (Moose Mountain), 
Brooks, Laing, Stewart (Winnipeg 
Cannon, Leger, North), 
Cleaver Lesage, Thatcher, 
Coté (St. Jean-Iberville- Low, Weaver, 

Napierville) , Maltais, White (Hastings- 
Dumas, Macnaughiton, Peterborough), 
Fleming, Maybank, Winters—50. 


(Quorum 15) 


Ordered,—That the Standing Committee on Banking and Commerce be 
empowered to examine and inquire into all such matters and things as may be 
referred to them by the House; and to report from time to ‘time their observa- 
tions and opinions thereon; with power ‘to send for persons, papers and records. 


WEDNESDAY, October 26, 1949. 


Ordered,—That the name of Mr. Hellyer be substituted for that of Mr. 
McLean (Huron-Perth) on the said Committee. 


Turspay, November 22, 1949. 
Ordered,—That Bill No. 149 (Letter F of the Senate), intituled “An Act 
respecting Bankruptcy”, be referred to the said Committee. 


Ordered,—That the said Committee be empowered to sit while the House is 
sitting. 


Wepnespay, November 23, 1949. 
Ordered,—That the name of Mr. Macdonnell (Greenwood) be substituted 
for that of Mr. Rowe, and : 
That the name of Mr. Ey be substituted for that of Mr. Leger on the 
said Committee. 
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Wepnespay, November 23, 1949. 


Ordered,—That. the quorum of the said Committee be reduced from 15 to 
10 members and that in relation thereto Standing Order 63(1) (d) be suspended. 


Ordered, —That the said Committee be empowered to print from day to 
day, 700 copies in English and 250 copies in French of its minutes of proceed- 
ings and evidence and that: Standing Order 64 be suspended in relation thereto. 


THurspDAY, November 24, 1949. 


Ordered,—That the name of Mr. Helme be substituted for that of Mr. 
McCusker on the said Committee. 
ATTEST. 
| LEON J. RAYMOND, 
Clerk of the House. 


Extract from Votes and Proceedings, House of Commons, Tuesday, 22nd 
November, 1949, at page 270:— 
By leave of the House, on motion of Mr. Cleaver, it was ordered, That the 
Standing Committee on Banking and Commerce be empowered to sit while the 
House is sitting. 
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MINUTES OF PROCEEDINGS. 


HousE or COMMONS, 
Wednesday, November 23, 1949. 


The Standing Committee on Banking and Commerce met this day at 
4.30 pm. The Chairman, Mr. Huges Cleaver, presided. 


Members present: Messrs. Arsenault, Ashbourne, Beaudry, Belzile, 


- Benidickson, Bennett, Breithaupt, Cleaver, Dumas, Fulford, Hellyer, Isnor, 


Laing, Lesage, Macnaughton, Picard, Quelch, Richard (Gloucester), Riley, 
Sinclair, Smith (York North), Stewart (Winnipeg North)—22. 


In attendance: Mr. T. D. MacDonald, K.C., Superintendent of Bankruptcy, 
Department of Justice, Ottawa. 


The Chairman expressed appreciation of his re-election as Chairman of the 
Committee. 

On motion of Mr. Isnor: 

Resolved—That Mr. Lesage be Vice-Chairman. 

The Chairman advised that as the Committee was empowered by the 
House, yesterday, to sit while the House is sitting, the usual motion asking for 
such leave was not required. 

On motion of Mr. Beaudry: 

Resolved—That the Commiteee recommend that its quorum be reduced 
from 15 to 10 members. | 

On motion of Mr. Picard: 


Resolved—That the Committee ask to be empowered to print, from day 
to day, 700 copies in English and 250 copies in French of the minutes of 


_ proceedings and of the evidence taken before the Committee. 


In view of the imminent termination of the Session, it was agreed that the 
Committee would meet frequently, so that the passage of Bill No. 149(F) 
“An Act respecting Bankruptcy”, may be expedited. 


To facilitate the work of the Committee, the Chairman provided the 
Committee with copies of the proceedings of the Senate Banking Committee, 
1949, in relation to Bill N, “An Act respecting Bankruptcy”. The proceedings 
of the Senate Banking Committee in 1946 will also be made available, if 
required. 


On motion of Mr. Breithaupt: 


Resolved—That a Steering Committee of seven members be named by the 
Chairman. The Chairman advised that he had consulted party whips and then 
named the following to be members of the said Committee: Messrs. Cleaver, 
Isnor, Laing, Lesage, Macdonnell, Quelch, Stewart (Winnipeg North). 


The Committee adjourned at 5.30 p.m., to meet tomorrow, Thursday, 
24th November, at 11.30 a.m. 
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Hovusr or CoMMONS, 
Thursday, November 24, 1949. 


The Standing Committee on Banking and Commerce met at 11.30 a.m. 
The Chairman, Mr. Huges Cleaver, presided. 


Members present: Messrs. Arsenault, Ashbourne, Belzile, -Benidickson, 
Bennett, Cleaver, Dumas, Fleming, Fournier, (Maisonneuve-Rosemont), 
Fraser, Fulford, Gour (Russell), Harkness, Hellyer, Hunter, Isnor, Laing, 
“Lesage (Vice-Chairman), Macdonnell, Macnaughtcon, Maltais, Quelch, Richard 
(Gloucester), Richard (Ottawa East), Smith (Moose Mountain), Stewart 
(Winnipeg North)—26. 


In attendance: Messrs. T. D. MacDonald K.C., Superintendent of Insurance; 
J. S. LaRose, office of Superintendent of Insurance. 


The Superintendent of Insurance made a statement and was questioned 
thereon. 


The Chairman asked members of. the Steering Committee to meet at 
12.30 p.m. 


The Committee adjourned at 12.30 p.m., to meet again this day-.at 3.30 p.m. 


AFTERNOON SESSION 


The Committee resumed at 3.30 p.m. The Chairman, Mr. Hughes Cleaver, 
presided. 


Members present: Messrs. Ashbourne, Beaudry, Belzile, Bennett, Cleaver, 
Dumas, Fleming, Fulford, Gour (Russell), Isnor, Laing, Lesage, Macdonnell, 
Quelch, Richard (Gloucester), Riley, Smith (Moose Mountain), Stewart 
(Winnipeg North)—18. : 


In attendance: As at morning session. 


The Chairman reported that at a meeting of the Steering Committee he 
was instructed to draft a letter.to be sent to persons who gave oral evidence 
- before the Senate Committee. The Chairman read the proposed letter. (For 
text, see Evidence, page ). It was agreed that this letter be sent. 

It was further agreed that pending replies to this letter, the Committee 
will proceed with the consideration, clause by clause, of Bill 149. Clauses 
will be carried, subject to the reservation that if-any member asks for recon- 
sideration of any clause, that will be done. 


The following clauses were considered and carried, subject to reconsidera- 
tion: 1;.3 to 9, both inclusive; 11; 12 (subject to amendment to clause 94) ; 
13 to 20, both inclusive; 21 (except subclause 15). 

The following clauses stand: 2, 10. 

The Committee adjourned to meet tomorrow, Friday, November 25, at 
11.380 a.m. 
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House or ComMons, 
Friday, 25th November, 1949. 


The Standing Committee on Banking arid Commerce met this day at 
11.30 am. The Chairman, Mr. Hughes Cleaver, presided. 


Members present: Messrs. Ashbourne, Belzile, Benidickson, Bennett, 
- Cleaver, Dumas, Fournier (Maisonneuve-Rosemont), Fulford, Hellyer, Helme, 
Isnor, Laing, Lesage (Vice-Chairman), Macdonnell, Quelch, Richard 
(Gloucester), Riley, Stewart (Winnipeg North) —18. 


In attendance: Messrs. T. D. MacDonald, K.C., Superintendent of 
Bankruptcy and J. 8. LaRose, office of the Superintendent. 


Consideration resumed of Bill No. 149, “An Act respecting Bankripeet 


The following clauses were carried, subject to reconsideration: 22, 23, 24, 
26 to 35 (both inclusive); 37, 38. 


The following clauses stand: 25 and 36. 


_.__ The Committee adjourned at 12.55 p.m., to meet again on Tuesday next, 
— 29th November, at 11.30 a.m. 

T. L. McEVOY, 
Clerk of the Committee. 


_  —_—_—— 7. “= Se 
ie 


_—— =<" 


‘= 


EVIDENCE 


House oF CoMMons, 
NOVEMBER 24, 1949. 


The Standing Committee on Banking and Commerce met this day at 11.30 


am. The Chairman, Mr. Hughes Cleaver, presided. 


The CHarrMAN: Gentlemen, we have a quorum. Is it your wish to hear first 
Mr. MacDonald, the Superintendent of Bankruptcy? 


Some Hon. Members: Agreed. 
The CHariRMAN: Mr. MacDonald: 


T. D. MacDonald, K.C., Superintendent of Bankruptcy, called: 


The Witness: I am not sure just where I should start, Mr. Chairman. I 
do not want to waste your time going over matters you already know and on 
the other hand I don’t want to omit background that you may expect to have 
from me. Would it be useful for me, Mr. Chairman, to outline briefly the 
purpose and scheme of the Act? 


The CHAIRMAN: I would suggest, Mr. MacDonald, that you use your own 
good judgment; but do not miss anything that you think the committee should 
knaw about this bill. 

The Witness: There is a very brief summary of the purposes of the Act, as 
referred to by the Minister on second reading. It will not take a moment and 
perhaps we might just run over it, and if I may go into that now it might pernaps 
assist you in dealing with the matter. 

~The purpose of this bill is to revise and consolidate the Bankruptcy Act. 

The purpose of the Bankruptcy Act, generally speaking, is to provide a 
procedure whereby the assets of an insolvent debtor may be distributed equitably 
among his creditors and the debtor himself be released from further liability. 
There are exceptions and modifications which will be noted when we come to 
examine particular sections. 

The Act applies to business and Aermercal ventures and to certain wage- 
earners. It does not provide for a compulsory bankruptcy in the case of a farmer 
but permits a voluntary bankruptcy except in the province of Quebec, an 
exception that is left out of the new Bill. It may be noted that other provisions 
relating to the insolvency and bankruptcy of farmers are contained in the 
Farmers’ Creditors Arrangement Act. The machinery by means of which the 
Act functions consists chiefly of the following: 

(1) The Bankruptcy Court, comprising in the first instance a judge and 
registrar, to whom the creditors may apply to have the debtor put into bank- 
ruptcy. 

(2) The official receiver, to whom the debtor can go voluntarily for the . 
purpose of putting himself into bankruptcy. 

(3) The trustee who then takes over and realizes the assets and distributes 
the proceeds among the creditors. 

(4) The superintendent who supervises the work of the trustees. 
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At this point I might also mention “proposal” which is an arrangement 
offered by an insolvent debtor to his creditors whereby he secures some post- 
ponement or reduction of his liabilities; and the “inspectors” who are the persons 
selected by the creditors from among fei ed to. work closely with the trustee. 
The exact conditions under which a debtor may be put or may go into bank- 
ruptey as well as the details of the procedures followed, will be dealt with as we 
proceed to examine the bill section by section. . 

Now, so much for the purposes of the bill. 

You may wish me to say just a word about the history of this Bull. 

In 1946 a Bill—Bill A5—was introduced in the Senate. It contained a 
number of new principles which turned out to be very controversial. For 
example, it provided for the accounts of trustees to be passed by the Super- 
intendent instead of the Court and for the trustee to be granted his final discharge 
by the Superintendent instead of the Court. It also brought the scheme of tne 
Companies’ Creditors Arrangement Act and the Winding-up Act under The 
Bankruptcy Act. That Bill died in the Senate after extensive committee hearings 
and no Bill was reintroduced until February 1949 when Bill N, the original of the 
Bill now before you, was introduced. It, too, was the subject of extensive 
hearings before the Banking and Commerce Committee of the Senate. The 
proceedings of that Committee are before you and will show you the different 
organizations and persons who made representations. ‘That Bull died in the 
Committee when Parliament was dissolved this Spring. 

This Fall, Bill N was reprinted and introduced in the Senate as Bill F and 
that, with the modifications made by the Senate, is tne Bill now before you. 
Bill F, as introduced, incorporated some of the changes proposed to the Senate 
Committee this Spring. Some of the persons and organizations that appeared in 
the Spring appeared also in the Fall, and all the other submissions made to the 
Committee in the Spring were before it in the Fall in the form of a memorandum 
which indicated all such submissions and whether or not and why, they had been 
incorporated in Bill F. The Senate adopted a number of submissions and they 
are incorporated in the Bill before you. Notably they include certain submissions 
by the Canadian Bankers Association. If it will be of any assistance, tables can 
be placed before you showing 


(a) submissions made to the Senate Committee 3 in the Spring and how dealt 


with; 

(6) a list of changes between Bill N and Bill F as introduced; 

(c) a list of changes made by the Senate. 

Lists (a) and (b) have already been prepared and it will merely be a 
question of preparing more copies. 

Mr. Fieminc: Excuse me a moment, Mr. Chairman; I was wondering if the 
- memoranda ‘to which Mr. MacDonald has referred just now are going to be 
placed on the record or circulated to the members; and I was wondering if aes 
will be available this morning. 

The CHaAtrMAN: I would hope that they would be available for a later 
‘ sitting. They are not available now but they will, I believe, be available 
tomorrow, or later. 

The Wirness: We will get them out just as soon as we possibly can. 

Mr. Fieminc: You havén’t got them with you at the moment? 

The Witness: No. 
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The next thing you will want to know, I think, is: what are the principal 
changes between this bill and the present Act. I would describe the major 
differences between the bill before you now and the present Act as follows: 

g 1. The bill provides a system of “summary” administration for small estates, 
whereby the formalities and expenses are reduced below those considered 
necessary to safeguard the administration of larger estates. The characteristics of 
this summary administration, which is an important matter and which perhaps 
I may refer to in a little detail, are contained in sections 26, subsection 6— 
on page 39 of the bill and in section 114 on page 91. The only significance of 
section 26 (6) is to define the kind of estate that may be summarily administered. 
It is an estate where in the opinion of the official receiver the realizable assets 
after deducting the claims of secured creditors will not exceed $500. 

Now, if from there you will go to section 114, you will see special provisions 
governing summary administration. First of all, the security to be deposited by 
the trustee under section 8 and that is not the general security which the trustee 
gives by way of a general bond, but the security that he gives in respect of 
a particular estate, is not required. Second, the trustee applies to the court to 
fix the date for the hearing of the application for the discharge of the bankrupt 
~ and includes notice thereof in the notice of the first meeting—that is to accelerate 
the fina] discharge. Third, notice of bankruptcy is published in the Canada 
Gazette in the prescribed form, but not in the local newspaper, unless deemed 
expedient by the trustee or ordered by the court. Fourth, notices and statements 
and other documents are sent by ordinary mail rather than by registered mail; 
and other than notices of the first meeting, are sent only to creditors who 
have proved claims amounting to $25 or more. Fifth, the bankrupt may submit 
a proposal at the first meeting of the creditors; that provision is perhaps more 
of a suggestion than a substantive enactment. Sixth, there are no inspectors. 
The trustee in the absence of direction from the creditors may do all things that 
may ordimarily be done by a trustee with the permission of an inspector. 
Seventh, the examination of the bankrupt takes place at the first meeting. And 

the others are more or less incidental. 

Well, that covers the leading characteristics of summary administration. 
| Now, with regard to the second important change in the Act, it is perhaps 
~ hard to compare it with the first, and to say that one is more important than the 
_ other, because they are entirely different in character. The second change is this: 


eee ee 


2. The bill permits a debtor to offer, and the creditors to accept, a proposal 
or composition without the debtor going into or being put into bankruptcy. 
Something that was not possible before is made possible by the present Act. 
Under the Act as it now stands, any arrangement about a composition must 
follow upon a receiving order being made or an assignment being made. The 
procedure proposed in this bill is more convenient; it is cheaper and obviously 
more desirable for the debtor than was the previous situation where a 
composition had to be preceded by formal bankruptcy. 


Mr. Hunter: Pardon me, what section is that? 


The Witness: That is section 27. This extends to individuals and corpora- 
tions—a procedure somewhat similar in principle to that now available to 
corporations under the Companies’ Creditors Arrangement Act except that pro- 
posals under the Bankruptcy Act are supervised in much the same way as the 
administration of estates under the Bankruptcy Act are supervised. It is a 
procedure that is subject to the supervision of the superintendent. The provisions 
relating to a proposal will be found beginning on page 30 with section 27. As you 
will see by subsection (1), a proposal may be made by (a) an insolvent person, 
and (b) a bankrupt. An insolvent person is defined in section 2 (j); and the 
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leading consideration there is that he is unable to meet ‘his liabilities and that 
they amount to $1,000. Section 38, subsection (2), is important in this regard 
because it permits the court in a proper case to take proceedings out from under 
the Bankruptcy Act and to place them under the Companies’ Creditors Arrange- 
ment Act, where for example it appears from their complicated nature, as where 
the interests of bondholders are affected, that that 1s a more convenient way 
to deal with the proposal. That finishes the matter of proposals. 


3. Now, the third thing is that the bill makes an effort to clarify at least 
to some extent—and I do think to a very large extent—the vexed questions of 
priorities to be-accorded different classes of claims in distributing a debtor’s 
assets. This is something which has always caused a great deal of worry and 
a great deal of confusion and a great deal of difficulty both to the trustee and to 
the court and to the creditors, in the distribution of the assets of the estate as 
dividends. If you will refer to section 95 (page 63) you will see that the priorities 
are all set out consecutively in one section. In the present Act they are to be 
found in different sections. The sections sometimes show no exact relationship, 
the one with the other, and it sometimes proves very confusing and difficult to 


follow. In the present Act the Crown instead of being listed in its place in the 


priorities comes under a section found later in the Act, and you have to read all 
through the Act to find just what the rights of the Crown in a matter of this kind 
are. What we try to do in the amendment now before you is to list the priorities 
consecutively and group them all in section 95. Among the things which this new 
section does do, substantially, besides arranging and settling things, is to state 
definitely where the Crown fits in the case where it is an unsecured creditor. 
That will be found in section 95, subsection (1), paragraph (7). You will see 
that the Crown-as an unsecured creditor comes immediately after the preferred 
creditors and before any of the ordinary unsecured unpreferred creditors. 
So much for priorities. 


4. Then there is the matter of increased creditor control which I will touch 
on lightly at the moment. It is probably a less important factor than the one 
“which I have just mentioned. It is to be found in a considerable number of 
small changes that occur throughout many different sections of the Act, and 
which have the general tendency of settling more control upon the creditors over 
the trustee and the administration of the estate. 


5. And then I think I should perhaps touch on a number of smaller things 
that will be of interest, of particular interest to you, but which have not been 
classified in the four or five most important changes. 

First of all, the powers of supervision of the superintendent have been 
tightened up to a certain degree, as you will see when we come to a consideration 
of section 3 of the bill; chiefly, perhaps, this is a clarifying and confirming of 
powers of inspection and examination, some of which might be in doubt under 
the present Act. As appears from section 17, the remuneration of trustees when 
not expressly set by the creditors has been increased from 5 per cent to 
7% per cent. 


Mr. Fournimr: Is that the maximum? 


The Wrirness: No, it is not the maximum. It may be increased by the 
Court or the creditors. 
For instance, in subsection 5 of section 17—I am reading at page 21 of the 
bill— 
(5) On application by the trustee, a creditor or the debtor and upon 
notice to such parties as the court may direct, the court may make an 
order increasing or reducing the remuneration. 


Reem, ET, 


a a ae ae 


BANKING AND COMMERCE 13 


That would be over or under the seven and one-half per cent. The seven 
and one-half per cent is the amount which, if no other arrangement is made 
for remuneration by the creditors, will be automatically inserted by the trustee 


in his accounts. 


The amount of debts required to authorize an assignment or a petition 


is increased from $500 to $1,000, as appears in section 21, subsection (1) relating 


to a petition, and in section 2 ( i). The minimum annual salary required before 
a wage earner can be petitioned against— 


By the Chairman: 

Q. Would you mind letting me have that last clause number again, please? 
—A. Yes. It is section 2 (7), and section 21 (1); and as appears in section 25 
the minimum salary for a wage-earner before he can be proceeded against and 
put into bankruptcy by his creditors is raised from $1,500 to $2,500. That does 
not affect the circumstances in which he can go into bankruptcy voluntarily, 
which would throw you back to the ordinary provisions of $1,000 debts. 


By Mr. Isnor: 
Q. Before you leave clause 25, is there any mention made of fishing as there 
is in the case of farming?—A. No, Mr. Isnor. 
@. Would you mind considering it?—A. I. would be glad to make a note of 


Rit. Finally, the office of custodian is “abolished, as will appear from section 21(9). 


That is a change which is perhaps more apparent than real. It means in practice 
that you drop “the name of custodian which applied until the time of the first 


meeting, and you call the trustee a trustee for the whole time. I think Mr. Chair- 


man, that this gives the salient points of the bill. Finally, there is the rearrange- 
ment and the redrafting that is of course to be expected in any consolidation of 
this nature. 


The CHairMAN: Thank you, Mr. MacDonald. I assume that the correct 
procedure would be for the members of the committee to have an opportunity to 
question Mr. MacDonald on his statement. I would like to announce at this 
time, just in cdse some of the members want to make plans, I am suggesting 
that we shall adjourn the meeting at 12.30 in order to permit a meeting of the 
steering committee at 12.30. The committee will meet again- today at 3.30 
o’clock this afternoon and we will meet then in room 429 where we have more 
space. That room is not available this morning. Now, the witness is yours. 

Mr. Lesacr: Mr. Chairman, the witness has referred to specific clauses of 
the bill. I wonder if, instead of questioning the witness, we should not wait 


until we have studied the specific clauses concerned? Otherwise, since the 


members have had little opportunity to read and peruse the bill, I am afraid 
what would happen would be that we would make little progress. The great 
amount of discussion, which took place in the Senate, I think, might dispose of 
many of the questions which would be asked here. 

The CHAIRMAN: I entirely agree. However, I felt that the eel Bere of the 
committee might have general questions to ask the witness, and that they 
should have an opportunity now of asking them. 


Mr. Lesace: Oh yes, general questions. 


By Mr. Isnor: 

Q. I have a general question. Where did the opposition to bill A5 which 
was withdrawn originate and what was the nature of that opposition? 
—A. I cannot give you that information offhand because I did not go fully 
into the sources of the opposition to bill A5. But I believe as far as the super- 
vision of the superintendent is concerned, a large amount of the opposition came 
from many sources including the trustees. 
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Q. When you speak of the “trustees” you refer to an organized group 
representing the trustees, is that it?—A. The opposition from the trustees, 
I understand, was not a general or organized opposition. I merely mention trustees 
as included among the people who made representations to the contrary. If 
you are interested in perusing it, I can dig it out for you. I can get you the 
actual names of the people who did make representations against the bill. 

Q. I do not think it is very important. May I turn now to something definite 
in regard to section 25?—A. I think I could give you a little more information 
about the opposition to the Companies’ Creditors Arrangement Act, if you 
wish to have it. | 

The CuairMan: Yes. I think your question on section 25 would be obviously 
general in character, Mr. Isnor, and J think it is quite proper to ask it right now. 

Mr. Isnor: Thank you. | 

The Witness: The proposal to abrogate the above Act, the Companies’ 
Creditors Arrangement Act, which was implied in the provisions of the Bank- 
ruptey Act as contained in bill A5 was strenuously opposed by the following when 
they came before the committee of the Senate on the Bankruptcy Bill: 

Mr. Terence Sheard representing the Canadian Mortgage and Investments 

Association. | 

J. M: Bullen, K.C. representing the Canadian Creditman’s Trust Asso- 

ciation Limited. 

R. O. Daly, K.C. representing the Investment Dealers Association of Canada. 

A. C. Crysler, Legal Secretary “ the Board of Trade of the city of 

Toronto. 


I am informed by this note—of course, I was not there at that time—that 
some of the arguments against the measures being placed in the Act proceeded 
along the lines of this argument: that the Companies’ Creditors Arrangement 
Act is primarily concerned with the rights of investors such as bond and deben- 
ture holders described by the Act as secured creditors, while the Bankruptcy 
Act is concerned with the rights of ordinary creditors and that the two should not 
be intermingled. 3 


By Mr. Isnor: 
Q. I think that clears up the question I had in mind. Now would you 
turn to section 25 of the new bill F at page 28 which refers: 
..to persons engaged solely in farming... 


I would like to see inserted there the words: “in fishing’. I consider that 
fishermen should be in the same preferred position as farmers in their relation 
to that particular section—A. That comes to me as a new suggestion, Sir, and 
I have no comment that I could usefully make right now. 


The CHariRMAN: You can make a study of it and when the section is read, 
you will then be in a position to answer. 


By Mr. Stewart: 

Q. I wonder if the witness can tell us if the superintendent is sation with 
the Act as it stands, or would he like to have some additional changes made?— 
A. My answer is that I am, as presently advised, satisfied with the bill as it 
now stands. 


Mr. Fiemine: I have a couple of general questions to ask, if Mr. Stewatd 
is finished. 


Mr. Stewart: Yes. 
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By Mr. Fleming: 


Q. In the first place, I take it that this revision was a departmental revision. 
Am I right?—A. I think that is a proper description of it. 

Q. In other words, it is a revision which has taken time and which repre- 
sents the experience of the department, as well as representations made to the 
department from a number of sources, rather than pressure from any particular 
quarter of the -public?—A. That is quite true. It was studied. It was a bill 
which evolved through long study, as I understand it by succeeding superinten- 
dents, including Mr. W. J. Reilley, K.C. 

Q. And with that in view, can vou say that there is any special urgency 
attached to the enactment of the bill so far as public interest is concerned. I 
mean an urgency, such as a matter of two weeks’ time or six months?—A. Well, 
no. I cannot say; I cannot point to anything that is going to suffer specifically 
if this Act is not changed within the next six months. I cannot point to anything 
of an emergency nature about it. I mean emergency in the sense that we ordinarily 
speak of emergency legislation. I would not attempt to describe it as such. 
But we are coming to a period, in fact we are in a period of increasing bank- 
ruptcies. I can get for you this afternoon, if you want to have them, the 
specific figures showing the increase from 1946. The figure has grown con- 
siderably. 


By Mr. Isnor: 


Q. Would it be due to mushroom growth?—A. I would say the rate of 
increase is somewhere between 200 and 300 per cent., subject to verification this 
afternoon. 


: 
: 
4 
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By Mr. Fraser: 

Q. Have you got the bankruptcy figures for the United States showing their 
increase during the last year?—A. No, I have not got them here. 

Q. I think it would be as well, when we get them for Canada, to get them 
for the United States. They may be obtained, I think, from the statistical 
department. They would show the trend for the last two years. 

Mr. Fuemine: I have not quite finished my general questions, Mr. Chair- 
man. 

The CHarrMan: Mr. Fleming now has the floor and Mr. Fournier will be 
next. 


By Mr. Lesage: 

Q. After the question of urgency, would it not be well if we discussed it 
now, unless the witness has not finished his answer?—A. I was saying that we 
are in a period of very increasing bankruptcies, a period when the Act is of 
increasing importance. And from that standpoint, and having regard to changes 
in the bill which I outlined a few minutes ago, I would say that it is urgent 
legislation, even if it cannot be classed as emergency legislation. 


By Mr. Fleming: 

Q. But a few minutes ago you said it was not urgent. My question asked: 
if it is urgent in relation to public interest? And you said it was not. 1 said 
I was speaking in terms of two weeks as against six months. I understand 
that was your position. 

Mr. LesacE: The witness said there was no emergency with regard to further 
revision. That would be different. | 


Mr. Fournier: It is a matter of importance, I believe. 
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By Mr. Richard (Gloucester) : | 
Q. If we feel that these changes are necessary, is there any reason for 
delay?—A. None. 


Mr. Lesace: A lot of people, including many members of the Bar have 
asked that they be enacted as soon as possible. Then we have the reasons given 
by the witness and the simplification of the procedure. They all say it 1s a very 
good bill. 


By Mr. Bendickson: 


Q. Were you here in 1946 when the earlier bill was ‘renpeed on No, I 
was not. 


By Mr. Laing: 

Q. What would be gained by leaving the matter over? This bill seems 
to be the result of a great number of submissions made by a large number of 
organizations. Is there anything that could be gained by holding further 
hearings? What could be gained by generally setting the matter back by six 
months? Is there anything to be gained by doing that?—A. I can see nothing 
to be gained by setting the matter over for six months. I would like very 
strongly to have the advantage, since you ae me for my reaction, of the 
present changes, as soon as possible. 


By Mr. Fleming: 


@. I have not quite finished my question. The bill in its present form 
before us now represents not only the criginal draft which was submitted by the 
department to: the Senate, but also the considered review, the considered 
judgment of the Senate in the light of a great many representations which 
were made, some of them. orally, to the Senate Banking and Commerce 
Committee. Some representations were made in writtend form too. Is that 
correct’?—A. Yes. 

Q. And in some cases effect was given to changes or revisions requested by 


those who appeared; while in many other cases proposed changes or present. 


changes were adjusted?—-A. Yes. 


Q. There were representations made. For instance, the committee heard 


from Mr. Justice Urquhart, the judge who presides in bankruptcy in the 
Supreme Court of Ontario. Representations were made by the Canadian. 
Manufacturers’ Association; the Montreal Board of Trade; the Toronto Board 
of Trade; your predecessor as superintendent in bankruptcy; the Canadian 
Bankers’ Association; the Canadian Credit Men’s Trust Association Limited; 
the National Committee of Canadian Commercial Travellers; the Law Society 
of Upper Canada; and by a large number of others. Is it not a fact that in 


practically every case—perhaps I should say in most cases—the bill as it now ~ 


stands represents the acceptance of some of the changes requested by those 
who appeared, and a rejection of others, after hearing?—A. Oh yes, definitely. 
The nature of those changes, the ones that were proposed, and an indication 
of whether or not they were embodied in the reprint (Bill F) together with 
a short indication of the reason is contained in the memorandum which you 
now have, Mr. Fleming. I said that I would try to get more copies later for 
the rest of the committee members. 


By Mr. Lesage: 


Q. It is called “Compendium”.—A. That is correct. And an examination 
of the changes in that compendium, as it is called, will give you an idea of 
the nature of the changes that were suggested as well as the treatment that 
was given. Heat. 


don petri Ee ta, 
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The Cuarrman: Are you through now, Mr. Fleming? 
Mr. FLeminec: Yes. 
The CuarrMaAn: Mr. Fournier is next. But before calling on him, I would 


_ like to make one suggestion. If the members would refer to page 10 of volume I 


of the Minutes of the Standing Committee cn Banking and Commerce in the 
Senate, the meeting held on the 10th of March, they will find a statement 
reading as follows: 
In 1948 according to statistics prepared by Dun «& Bradstreet of 
Canada, Limited, the number of commercial failures in Canada was 493, 
with liabilities $11,755,000, the highest amount since 1935. 


Mr. QuetcH: Are we going to leave that point? 


The CuarrMAn: Mr. Fournier has been trying to get my eye, so I shall 
call on him next. But we won’t leave that point until every member is content. 


By Mr. Fourmer: 

@. You stated a moment ago, Mr. MacDonald, that the number of 
bankrupt¢ies in Canada has increased. Would it be possible to know if those 
concerns going into bankruptcy are new business or old business? It might 
not be surprising to find that some businesses which were organized during the 
war would go into bankruptcy; once the war was over it would seem rather 
normal that some of them might go into bankruptcy?—A. Yes. It would be 
possible to get that information for you, sir, and I am glad that you raised the 
point because it reminds me that I left unfinished what I started to say about 
the increased number of bankruptcies. I feel that those figures must be read 
with a great deal of care and with a considerable amount of reservation because 
ef a number of factors, I won’t attempt to exhaust them, but one is the factor 
upon which you have just put your finger, that of new businesses. 3 

Another factor would be that having regard to the fact that many bank- 
ruptcies might be called marginal businesses, that is, businesses of marginal 
success; a very small falling off in average prosperity, in commercial prosperity, 
might mean a very large increase in the number of bankruptcies. So in regarding 
the figures of increased bankruptcies as an index of the state of commercial 


_ affairs you would’ have to be very, very careful. One thing you wou'd have to 


a 


q 


do would be to segregate and to see what proportion of the bankruptcies were, 
let us say, wage earner bankruptcies; because, while I suppose they would have 
a certain bearing as an index of prosperity or otherwise, they certainly would 
not have as important a bearing as commercial failures would have. 


By Mr. Benidickson: | 
Q. There would have to be some comparison between the volume, let us say, 
in 1935, as compared with the volume in 1948, when a reference is made back to 
1935 as being the last precedent for that size?—A. Yes, sir. 


By Mr. Maltais: 

Q. Do you think this information could be given by provinces?—A. Yes, 
it could. 

Mr. Fournrer: When do you think we will receive the information? 

Mr. Isnor: They would likely procure their information from Dun & 
Bradstreet. | 

The Witness: Oh, no. We obtain our information direct. 
~_ §0835—2 
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By Mr. Isnor: 
Q. What do you mean by “direct” ?—A. By statistics in our own office. 
Q. I was referring to information that you would procure from the provinces. 
—A. That is in our own office. We are the direct source of such information, 
really. The total number of bankruptcies I find reported in 1946 was 269. 


By Mr. Fourmer: 
Q. What is that number again, please?—A. 269. 


By Mr. Maltars: cer | 
Q. That is for the whole of Canada?—A. For the whole of Canada. And I 


can give you them by provinces. I have the same information here for 1947 and 
1948; and I also have it for the first nine months of 1949. . 


By Mr. Isnor: 


Q. Would you let us have it for 1947, 1948, and 19492—A. In 1946 there 
were 269. In 1947 there were 509. In 1948 there were 799, And to date— 


By Mr. Fulford: 7 ; 
- Q. You mean for the first nine months up to date in 1949?—A. No, itisupto | 
the 23rd of November, 1949, and the number is 868. I would like to repeat the ~ 
word of caution I mentioned a moment ago with respect to how those figures are , 
to be interpreted. I would not like to see them taken as prima facie evidence of 
anything. 


By the Chairman: 


Q. I take it, Mr. MacDonald, that what you are trying to tell the committee 
is that notwithstanding the large volume in number, this number does not neces- 
sarily indicate that the economic level of Canada is heavily deteriorating.— 
A. That is about the size of it, Mr. Chairman. I am not competent to speak as 
to the economic life of Canada, and I do not want these figures to be mis- 
interpreted. 


By Mr. Richard (Gloucester): 
Q. The liabilities arising, however, are enlarged progressively about the 
same percentage as the number of bankruptcy cases?—-A. I would not like to 
answer that question offhand. -I would like to give it some little inquiry. 


By Mr. Quelch: 


Q. I was wondering if Mr. MacDonald. could say from the information at 
his disposal whether he considers it a temporary situation? Does he consider 
that the increase in bankruptcies will continue? In other words, is it largely » 
due to the depression caused by the transition from war to peace, as well as the 
dislocation in international trade taking place at the present time?—A. Any 
expression of thought on my part would be purely personal and not very well 
grounded so I would not care to express an opinion. I am afraid, as far as I am 
concerned, that the figures will Just have to speak for themselves. I am sorry, 
but I do not feel qualified to answer. 

Q. The reason it is considered vital to go ahead with the bill is not that 
you consider there is going to be an increase in bankruptcies above the present 
scale?—A. Well, sir, the trend is indicated by the figures that I-have given you. 
You will see that there were 269 in 1946; 509 in 1947; 799 in 1948: and 868 in 
1949 to date. So the number is increasing and there is no reason to believe that 


~ 
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the upward line is going to stop right here. I would not think that I am unduly 
trying to predict when I say that I should expect the increase to continue to 
some extent into the future. | 

Mr. Fournier: Could you give us the figures as to failures of all kinds in 
Canada? That is not shown here, is it? 

An hon. Memser: That gives you the commercial failures in Canada. 


The CuarrMANn: Well, that one item there, as I understand it, relates piricthy 
to commercial failures. 


Mr. Fournier: Thank you. That is what I wanted to get at. 


Mr. Gour: I would like to ask Mr. MacDonald if it is not a fact that in a 
great many cases these failures represent the failure of persons who have, let 
us say, gone into business without any practical experience. Are they not people 
who have gone into a manufacturing business—let us say something like a sash 
and door factory—where they have had a little capital and have put it into a 
business and just taken advantage of high prices and good times, and not having 
had any business experience, since the boom has slackened off, find themselves 
in financial difficulties and they have had to fold up; isn’t that fact largely the 
4 explanation? I am thinking particularly of that period of activity starting, I 
q think, back in 1935 and continuing on during the war period when there were 
a lot of people who went into these small businesses of one kind or another, 

taking advantage of generally prosperous conditions, but who lately, and I believe 
in increasing numbers, are finding it impossible to carry on. Isn’t that the fact? 

The WITNEss: That may be, in part, the explanation. 

Mr. Maurais: Do you happen to know what happens to people going into 
bankruptcy after the bankruptcy proceedings are over? Can they return to some 
other business? Can they continue a small business? Can they go back to the 
business they formerly had? Or do they just give up? 

The Witness: To answer your question properly would be a matter of pro- 
portions. Some go back into the same business and some go into other businesses; 

and some do not go back into business at all. But to give you a valuable answer 
I would have to have more information than .I have right now on the actual 
proportions. 

The CHarrMAN: Gentlemen, it is now 12.30. Shall we adjourn until 3.30; 
and, would the steering committee please remain, as well as the Superintendent 
of Bankruptcy. 


AFTERNOON SESSION 


—The committee resumed at 3.30 p.m. 


T. D. MacDonald, K.C., Superintendent of Bankruptcy, recalled: 


The CHarrMaAn: Gentlemen, we have a quorum. Your steering committee 
met at 12.30 this morning and I was instructed to send a letter to every associa- 
tion and everyone who had made any representation, oral or written, to the 
1949 Senate committee. I have drafted this letter which I will read: 

The new Bankruptcy Bill, which was initiated in the Senate, received 
its second reading in the House of Commons and was referred to our 
Banking and Commerce Committee this week. All of the evidence taken 
by the Banking and Commerce Committee of the Senate, and the written 
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representations made to that committee, are in our hands, but since you 
have taken an interest in this bill, I thought best to write you so that in 
the event there is any further submission which you wish to make, either 
by way of written statement or oral evidence, you will have an oppor- 
tunity to do so. 


Since the session will end soon, would you pies advise me by wire- 


if you would like to present any additional oral evidence, and as to any 
additional written material, would you. please see that this is mailed 
immediately to T. L. McEvoy, Clerk of Committee, House of Commons, 
Ottawa. 

Yours sincerely, 


HUGHES CLEAVER, 
Chairman, Banking and Commerce 
Committee. 


And the understanding is that in the meantime the committee recommends 
that we hold one meeting daily other than today. A meeting today has been 
called for this afternoon so we will meet this afternoon, and we will start going 
over the bill clause by clause. I would suggest that the second section should 
be adopted, subject to the reservation that additional subsections may be added 
to ues may be found necessary in a study of future sections. Is that carried? 

arried. 


Mr. Fiemine: I take it that we are now only going over this in a preliminary 
way, that we will not now adopt or pass any clause finally, and that the clause 
will remain open for further consideration at a later stage. 


The CHatRMAN: I would suggest that clause should be carried, but subject. 


to the reservation that if any member of the committee wishes to refer back 
we will refer back. 


Mr. Fiemine: I do not know whether we are ready for this statement at 
the moment. There may be other matters which it would be desirable to take 
into consideration. I did not understand that you proposed to adopt that 
procedure, Mr. Chairman. 


The CuHatrMAN: I would say so, with the firm reservation that if any — 


member of the committee wants to refer back to any clause he will be permitted 
to do so, and my suggestion was that we would simply cover clauses of the bill 
now that are not subject to any question whatever. 

Mr. Fitemine: So that if any member wants to refer back, it will be open 
for further discussion? 

The CHAIRMAN: If you come to any clause about which there is any doubt 
it will be allowed to stand. We are simply making the best of the situation 
in which we find ourselves. 

Shall clause 2 carry? 

Carried. ; 

Shall clause 3 carry? 

Carried. 


Mr. MacpoNNELL: How in the world can we pass clause 2? 


The Cuarrman: I called clause 2 and suggested that it should carry, subject 
to any additions which might become necessary as you study the future sections. 


Mr. Macponne.u: For instance, is there any change in the situation with 


regard to superintendents? 

The CHaAtrMAN: Those changes were all indicated by Mr. MacDonald in 
his submission. But I rather suggest that a study of this section now would 
not be of very much use to the committee. It relates to subsequent sections, 
you see, and that is why I suggested that it should only be carried conditionally. 


:- 
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Clause 3 is purely formal. We had better deal with subsections. Shall sub- 


- section 1 carry? 


Carried. 


Shall subsection 2 carry? 
Carried. 


Shall subsection 3 carry? Perhaps we should take a little time on that. 


Mr. Lesacre: Yes, the Canadian Bankers’ Association objected to that. 


The CuHarrMan: I think it will be helpful, Mr. MacDonald, if you would 
outline the objections which have been made. I do not think we should hurry 
consideration of this subsection 3. 


The Wirnsss: First, is was suggested by the Canadian Bar Association, 
this is a general observation on section 3, that the Superintendent be required 
to investigate the conduct of debtors before bankruptcy. That was not adopted 
by the Senate. 


Mr. Lesace: That is right. What are the considerations? 

~ The CuHarrMan: What do you do in that regard? 

The Wirness: Mr. Chairman, we have here now copies of the compendium 
to which I referred, and also copies of the other list showing the differences 
between the two bills. 

Mr. Lesace: Could you tell me what the considerations are in the examina- 
tion of a debtor before he is put into bankruptcy? I understand that that is 
covered by other clauses of the Bill, but it is up to the creditors, especially to 
the inspectors. They decide the question anyway. That is in operation at the 
present time. 

The Wirness: No, not at the present time. 

Mr. Lesace: That would be taking away from the creditors some of the 
powers they must have. 

The Witness: It will be giving to the superintendent an entirely new 
function as far as this Bill is concerned. 


Mr. Lesace: I do not see how it could work. 


By the Chairman: 


Q. What is your policy, Mr. MacDonald, in regard to the qualifications 
that are required of a trustee to have a licence granted to him?—A. It would 
depend somewhat on the district in which he finds himself or in which we find 
him; the other persons who are offering for such an appointment, and such factors 
as that. We try to get as much experience in business as possible. We look 
for experience of an accounting nature. And there are certain physical things 


_ required, such as office accommodation, safe accommodation, minor matters 


like that. 

Q. How many trustees do you license in different localities? What is 
your practice in that regard?—A. The practice in that regard has varied from 
time to time. Up until a few years ago, one or two years, the policy tended 
in the direction of restricting the appointment of trustees as much as possible. 
Followng that there was some change in the policy and it tended in the other 


direction, in the direction of saying, as long as a trustee has the necessary 


qualifications the fact that there is not a great deal of business in his district 
is his concern. During the last few months we have tended more to the first 
mentioned policy of having considerable regard to the amount of business to be 
anticipated in a district from the experience in ‘connection with past cases and 
the number of trustees already located there. In mentioning the. qualifications 
of a trustee I omitted some obvious ones like financial responsibility and so on. 
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By Mr. Macdonnell: 

Q. Can you be more specific? It seems to me the Glisiieations of a trustee 
are one of the most important things in this whole Bill—A. Oh yes. 

Q. And when: you refer to financial responsibility, do you have in mind 
there that he must not be a bankrupt himself?—A. Yes, that he is not a 
bankrupt himself. A statement is required of his assets and lhabilities to see 
that he is not in hard circumstances, and he is required to give a certain at 
of references. 

. Did you say any thing as to his oreo al qualifications? Did I miss 
that? I did not carry that in my mind.—A. I said we looked for experience, 
sir, in a business way; and we look for Se eS in or knowledge along the 
lines of accounting. 

Q. When you say you look for it, could you be more specific? I think that 
may be of great importance.—A. The weight that is given to that depends 
considerably on the district concerned and the number of people who are looking 
for licences in that district. I might perhaps put it this way: If it is a district 
where there is no trustee and we think it is desirable that there should be a 
trustee, then not so much insistence would be put upon those qualifications as 
in & district where the number of trustees is up to about the line that we think 
is the saturation point. 


Mr. Stewart: How do you pass upon his qualifications as an accountant? 
Do you take somebody’s word for it; do you make enquiries; do you take the 
man’s own word for it; how do you do it? 

The Wirness: In a great number of cases he will be a chartered or a public 
accountant, in other cases we inquire into his—well, he makes a statement as 
to what his experience and what his qualifications are in: that regard, and then 
that is tested to a certain extent in the matter of his references 


Mr. Beuziue: He also has to furnish a general bond? 


The Wirness: He has to furnish a general bond and a.special one in respect 
of each estate. 


Mr. SmitH (Moose Mountain) : How much is the general bond? 


The Wirness: The general bond differs depending upon a number of things; 
for instance, depending upon the population of the district and so on, in an 
endeavour to bring it into line with the amount of business that he may have 
to handle. It has just been pointed out. to me, Mr. Chairman, that in the 
Province of Quebec the number of trustees who would be public accountants of 
one type or another would be about 90 per cent. 


Mr. Stewart: In a city like Winnipeg which has a population of over 
600,000 how would you decide when the saturation point had been reached? 


The Witness: I believe, sir, that in recent months there was one application 
from the City of Winnipeg. I am speaking from memory now and I am subject 
to correction, but I think I am correct. We have looked at the list of trustees 
for Winnipeg and looked at the number of estates that they have handled over 
the past year or so, and my impression is that we came to the conclusion that 
having regard to those factors there was not a present need for any additional 
trustees. 


The CuHariRMAN: Do I take it, Mr. MacDonald, from your evidence, that 
in regard to the appointment of new trustees you consider the present condition; 


that is, you check up to find out how adequately the area is already served. 


If it is well served you would put your qualifications high enough that you would 
be improving the service if you granted a new licence, whereas if you felt that 
it was not adequately served you would be inclined to receive applications from 
persons having lesser qualifications. 
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The Witness: I think that is a reasonable statement of the facts. 
Mr. Stewart: Have you had any trouble with trustees within the last 
two years? 

The Witness: Oh, over the last two years there have been a small number 
of investigations. I would say that the number would not be more than five 
during that time and none of those inv estigations have resulted in the removal 
of any trustee. 


The CuarrMAN: Are there any further question on subsection 3? 


Mr. AsHBouRNE: Mr. Chairman, may I ask if there have been any applica- 
tions for licences as trustees from the tenth province, Newfoundland; and, if so, 
how many? 


The Witness: There have been no applications for licences from the tenth 
province of Newfoundland, sir. The amount of prospective business from that 
province has not been such as to bring it yet particularly to my attention; and 
the Act is among those still to be proclaimed in force there. 


Mr. AsHBouURNE: Thank you. 
The CHatrMan: Shall subsection 3 carry? 
Carried. 


Subsections 4, 5, 6, 7, 8 and 9 are of a character that they can perhaps pass. 
They permit the superintendent to intervene. Mr. MacDonald, are there any 
powers or any functions which you think would be helpful for wu to have that 


the bill does not give you in these subsections? 


The Witness: No, not at the present time. 
The CHatirMAN: Are there any questions on these subsections? 


f 


By Mr. Belzile: 


Q. I understand that the practice provided for in this section has been 
followed even before this, although it was not in the old law?—A. Some of them, 


yes. 
The CHAIRMAN: Some of them are new. 


By Mr. Belzile: 
Q. But they were in practice by the superintendent before the passing of 
this— —A. (g) is a very good example of that: 
(g) Examine trustees’ accounts of receipts and disbursements and 
final statements. 


This is a new paragraph creating express authority for the examination of 
trustees’ statements, to conform with what is in effect. 


By Mr. Macdonnell: 
Q. But is it not an instruction to the superintendent? 
The CuarrMAN: The witness is referring back to subsection 3 (gq). 
Mr. Macponneut: Should not that read ‘“‘the superintendent?” 
The CHarRMAN: Yes. It is mandatory. 


The Witness: Yes. “Authority” is, perhaps, not the exact term for it. It 
could have read better. This is a new paragraph creating express obligation. 


By Mr. Macdonnell: 
Q. Does not that raise the question? Is it your practice now under (g) to 
examine all trustee accounts?—A. Yes, sir. 
Q. So that just fits your practice, does it not?—A. Yes, sir. , of 
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- The Cuarrman: Shall subsections four to ten carry? 
Carried. 


Clause 4, official receiver. 

Mr. Latne: Did the provinces formerly constitute districts? 

Mr. Lesace: They are divided. 

Mr. Laine: Some of them are divided? 

Mr. Lesacre: Yes, In Quebec and Ontario. | 

Mr. Fuurorp: Depending on the size of the province and the population. 

The Witness: The only change in subsection 1 is the formal change in the 
first four words. 

The CHAIRMAN: Shall clause 4 carry? 


By Mr. Macdonnell: 


Q. Are the official receivers in fact Just intermediaries between the super- 
intendent and the trustees? Isn’t that what they are in fact? 


Mr. Lesacn: They are something like the clerks of courts; they are.in fact 
clerks of courts of bankruptcy. 


The Witness: The official receiver is the man who receives an assignment. 
In the case of a petition by the creditors to put the debtor into bankruptcy, that 
is dealt with by the court proper, the judge or registrar; but in the case of an 
assignment, he goes to the official receiver and the official receiver takes the assign- 
ment and the official receiver conducts the examination of the debtor. 

The CHairMAN: Are there any further questions on clause 4? Shall clause 
four carry? 7 

Carried. 

Now, clause 5. 


By Mr. Stewart: 
Q. On line 27, page 8, it reads: 


(2) The Superintendent shall make an investigation into the character 
and qualifications of any applicant for licence... 


How do you go about making that examination?—A. Are you referring to 
the word “character”? 

Q. Yes.—A.—Well, in the first place, the candidate himself sends in certain 
reference names and we wfite to each of them. And in addition, one of them must 


include a local bank manager. And in addition to, that we make certain inde- 


pendent inquiries; for instance, from a person who is, let us say, in a position to 
give us some information, such as the registrar or the official receiver or some 
_ other person in a public capacity, either connected or sometimes not connected 
with bankruptcy administration. 

Q. There is no screening though?—A. There is no screening apart from that. 


The CuHarrMAN: Shall clause 5 carry? 

Carried. 

Mr. Lesace: I understand the clause myself, but I have received represen- 
tation from trustees concerning the amount of the fee they have to pay. 


The CHAIRMAN: You mean the amount of the bond which they are required 
to file. 


Mr. Lesace: No, not the bond, the fee. It varies with the population of 
the city or area where they practise. 


“The Witness: That is correct. 
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By Mr. Lesage: 

Q. And in some of the larger cities they pay from $50 down to $10 aceording 
to the population—A. That $50 is the original. 

Q. And it is renewed $25 to $5.00?—-A. Yes. 

Q. And some trustees who are in the larger cities contend that although 
they are more numerous, they have no more business than in smaller cities where 
there is only one, and that it is a discrimination against them. I am only telling 
you about this so that you may have an opportunity to study the matter.— 
A. Surely. 

Mr. Bennett: How much is the bond that the trustee has to put up? 


Mr. Lesace: It varies from $10,000 to $2,000 according to the population. 
Clause 5. Carried. 


The CHAIRMAN: Clause 6 “Appointment of Trustee by creditors’. Shall 
clause 6 carry? 
Carried. 


Clause 7 is purely formal. Does clause 7 carry? 

Carried. 

Clause 8 “Security to be furnished by trustee.” As to this clause, the first 
suggestion of the Toronto Board of Trade was adopted. The second suggestion 
was not adopted. 


Mr. Beuzite: Could we not carry this clause subject to the reservation 
made in clause 2 because it relates to the old Act itself? 

The CHatrman: What is the wish of the committee? Shall clause 8 carry? 

Carried. 


Shall clause 9 carry: “Trustee shall insure property”? 


Mr. Stewart: In subsection 3 line 15: 


The trustee shall deposit in a chartered bank, in a separate trust 
account in the name of the estate to which they belong, all monies....... 


There is nothing to stipulate when these deposits shall be made. Does the 
superintendent think it would be advisable that the wording should read: “he 
shall deposit as soon as may be.” or words to that effect? 


The CuHarrRMAN: Or “forthwith’’? 


By Mr. Stewart: 


Q. I think that the deposits should be placed in the bank on the day they 
are received, as far as possible—A. I would very readily accede to that 
suggestion. 


Mr. Ritey: But if it is only a small amount of, let us say, $3 to $5? 
Mr. Lesace: There is always the petty cash. 


Mr. Stewart: I am not talking about pettey cash. I believe these monies 
should be deposited in the bank daily. I see no reason why it should not be 
done. Moreover, it is only good business practice. 


Mr. Lesage: But suppose it is only $3 or $5. and the trustee does not receive 


- anything more for three or four weeks. He will not be doing that? 


—— 


Mr. Dumas: What would be the benefit? 


Mr. Stewart: I maintain that it is good business practice and I think it 
would be of assistance to the superintendent in that he may have to check 
up afterwards. I believe it would help him to know that the money has been 
received and has been deposited. Moreover, should the bank not be open on a 
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given day, the money should be deposited upon the next banking day. I have 
come across occasions in my own experience where the money has not been ~ 
deposited as quickly as it should have been. Allowance is made for. petty cash 
funds and also for payment by cheque in the Act. 

The CHatrMAN: I would think that a trustee who has any volume of 
business at all would be making almost daily deposits in the ordinary course 
of his business, and that it would not be any great ardstip upon him to require 
him to deposit forthwith. | 

Mr. Dumas: This suggestion would make him deposit reasonably soon. 


By Mr. Stewart: 

Q. It is not a point I am stressing but merely one I raised, forthe considera- 
tion of the committee. : 

The CHairnMAn: What do you think? 

The Witness: Well, I see no objection whatever to a word going in there 
which would enjoin upon the trustee a prompt compliance with the section and 
at the same time leave him with.the reasonable flexibility that he should have. 
I should perhaps add, Mr. Stewart, that we-have not up to date had any 
difficulty on that point. But I recognize that is not an answer. It is never too 
late for the difficulty to arise. 


By Mr. Stewart: 
Q. The horses are still in the stable. aa Yes. 
The Cuarrman: What is the wish of the committee? 
Mr. Stewart: The phrase “as soon as may be” is used in another part of 
the Act. Perhaps that phrase would be appropriate here. 
Mr. Ritzy: The word “promptly” is sufficiently broad, is it not? 
Mr. Laine: Should we not say that it must be done within a certain number 
of days after receipt, in order to be specific? : 
_ Mr. Dumas: We might use the wording which is used in the Interpretation 
Act. 
The CuarrMaNn: What do you think about it, Mr. Macdonnell? You have had 
considerable experience in these matters? 
. Mr. Macponne.u: It seems to me that to put in rigid requirements would be: 
awkward. You might have someone in the country who would not find it 
convenient to deposit daily. I would not change it. 


The Wirngss: Too rigid a provision would invite contravention. 


The CHAtmrMAN:. Shall clause 9 carry? 
Carried. 


Shall clause 10 carry? ‘Powers exercisable by trustee with permission of 
inspectors.’’? > 


By Mr. Macdonnell: 
Q. I would like to ask the witness this question: In ane 10, subsection: 
(a) you say: 3 | 

(a) sell or otherwise dispose of for eli price or other Conerleenteen 
as the inspectors may approve all or any part of the property of the 
bankrupt, including the goodwill of the business, if any, and ‘the book 
debts due or growing due to the bankrupt,. by tender, public auction or 
private contract, with power to transfer the whole thereof to any person. 

or company, or to sell the same in parcels; 
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Now “transfer the whole thereof’. What is the difference? Why do you 
differentiate between transferring, itself? Have you got to transfer the whole 
thing? Do you mean: sell in parcels? 

Mr. Dumas: Could be! 

The Wirness: I think it is one of the cases where the draftsman has possibly 
gone beyond what was necessary in an effort to cover all the cases. As to the 
words “‘or otherwise dispose of”, they were inserted in the Senate after the bill 
was introduced. 


Mr. MacponneEuu: Does it relate back to “otherwise dispose of’’? 


Mr. Lesage: Dispose of for such price and transfer. That is what I believe. 
There are two main sentences: First, sell or otherwise dispose of for such price, 
such and such a thing; and then transfer. 


Mr. Macponne.u: I still do not quite see the point. You say he may sell 
| or otherwise for such a price or other consideration as the inspectors may approve 
all or any part of the property of the bankrupt, including the goodwill of the 
business, if any, and the book debts due or growing due to the bankrupt, by. 
: tender, public auction or private contract, ...” That seems to be very clear 

down to there. Then you go on and say: | 
. with power to transfer the whole thereof to any person or com- 

pany, or to sell the same in parcels; 


By Mr. Lesage: 

Q. That is what I do not understand. I do not see why it is there—A. At 
first blush there seems to be a redundancy there. I believe that the words: “to 
transfer the whole thereof to any person or company” were probably intended 
; to round-out the idea of a sale. They probably go no further than the word 

“sell” itself implies. As to “sell the same in parcels,” I am afraid I cannot give 
you a good reason for these words, right at the moment. 

Mr. Beuzite: Suppose a man has ten houses. Could he not. proceed to sell 

each one separately? | 

The CuarrMAN: Yes. He is given that power in the first line. 

Mr. Dumas: We are only quibbling about the use of the word “transfer” 

and the word “sell’’. 

Mr. MAcDONNELL: Yes, and isn’t that just what lawyers will do in court? 

Mr. Dumas: I do not know enough about lawyers to answer that one. 

Mr. Lesage: I should say from the word “with” on there is no use for it. 

Mr. Macponne.u: I quite agree with you. 

Mr. Lesage: When somebody has the right to sell something it includes the 

right to transfer the property. 

Mr. Beuziue: It needs to. 

Mr. Lesace: We do not have to say it then. 


Mr. Beuzite: I mean that what it means here should be read that way: 
with power to transfer the whole thereof or to sell the same in parcels. 


Mr. Lesace: Why, that is what you have there. It does not mean a thing. 

‘Mr. Macponneuu: I would say: “power to transfer the whole or any part 
thereof.” | 

Mr. Ritzy: You should put in “to sell or to transfer”. 

Mr. Dumas: The first part of your transaction is in the first two lines. 


Mr. Lesage: Would you mind looking at that, Mr. Macdonnell and see 
: what you think of our considerations? 
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The CuarrmMan: It is the opinion of the committee that the words “with 
power to transfer the whole thereof to any person or company or to sell the 
same in parcels” are redundant, and should come out. 


By Mr. Richard (Gloucester) : 

Q. There may be a question of the transfer of land and the registration 
which might come in.—A. I -would not be quite satisfied to say that the words 
“with power to transfer’ come out. I agree that to sell same in parcels seems 
to be completely redundant; but as to the other, I would prefer to take Mr. 
Macdonnell’s suggestion that it should read: “with power to transfer the whole 
or any part thereof to any person or company”. It appears to me there may be 
a little difference in meaning. A trustee might go ahead and complete a sale 
in the sense that the contract is made and the money ready to be paid over; 
but when the time came for execution of the formal document, the words might 
have some significance there, if the question should arise, whether the trustee 
was the proper person to execute the document. 

The CuarrMan: Will you take that up with the ara tisereh and find out 
about it? 

Mr. Beuzite: Could it not be interpreted: with power 66 transfer in the 
name and acting for the brankrupt? Couldn’t it be interpreted that way? 

The Wirness: I am inclined to think that is the answer. 


Mr. BEuzILeE: I think it is. 


By Mr. Richard (Gloucester) : 

Q. What about the last words of (g)? Do “creditors” mean and include 
preferred creditors?—A. You mean in paragraph (g)? A creditor there would 
not include secured creditor. 

Mr. Lusacn: It is not in the same condition that we find in 2 (h). 


By Mr. Stewart: 

Q. 2 (h) means a person having a claim, preferred, secured, or unsecured, 
provable as a claim under this Act. It is at the top of page 2——A. That deserves 
looking into. Those words were added after the bill was introduced. Those 
words you speak about were added in the Senate. It may be that there is an 
unforeseen consequence. 

Mr. Lusace: If I am a trustee and [I borrow money or property for the 
administration of the estate, I cannot give a mortgage when there is already one 
existing because the man having the first mortgage is the one who is entitled. 

Mr. Ricuarp (Gloucester): Is there any chance of the preferred creditor 
losing his status? 

Mr. Breuzite: No. He has consideration. 

Mr. RicHarp Ronee But if you include ‘ gigas he takes Seca 

place. 


The CHAIRMAN: That money borrowed has to be discharged or repaid out - 


of the property of the bankrupt and the holdings of a secured creditor cannot be 
considered as part of the property of the bankrupt. The mortgagee of a 
parcel of real estate, to the extent that his mortgage is valid, that part of the 
real estate 1s not the property of the bankrupt. 

Mr. Ricuarp (Gloucester): It is only an equity which may be sold. 

The CHAIRMAN: That is right. 
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By Mr. Macdonnell: 
Q. It says: 
... carry on the business of the bankrupt,... 
I am. reading from paragraph (c).—A. May I just check this point? 


By Mr. Dumas: 
Q. While you are doing that, might I say that I think the point is covered 
by clause 11, which Mr. Lesage raised; part of his point, I think. 
The Witness: This paragraph (g) of subsection (1) of clause 10 goes back 
to section 51 subsection (1) of the present Act; and in the Act there is 
a definition of creditor. 


By Mr. Macdonnell: | 

@. Secured or unsecured?——-A. “Creditor” was not defined. in the same 
way in the old Act; but the substantive provision was the same: an interim 
receiver or trustee or custodian may incur obligations, etc., etc., and the 
money so borrowed shall be discharged or repaid to the lender or to the trustee 
and so forth out of the assets of the debtor in priority to the claims of the 
creditors. And creditor in the present Act is defined in an inclusive way so it 
would apparently include a secured creditor. 

Mr. Macponne.v: I wonder if the chairman is right in what he said a few 
minutes ago, as to the priority which you get under (g)? Under (c) there is a 
provision which I think is very important. It reads: 

(c) carry on the business of the bankrupt, so far as may be necessary 
for the beneficial administration of the estate. 


How is he going to get money to do it? I was going to ask: does not (q) 
give him the right to raise money in priority to everybody, just as a receiver 
and a manager? 

The CuatrmMan: Not in priority to secured creditors. If a man is a secured 
creditor, then to the extent he is secured, that is not an asset of the bankrupt at _ 
all. 

Mr. MaAcponngE.u: In (g) it says: 

ete. AF Ta such obligations and money’ borrowed to be discharged or 
repaid with interest out of the property of the bankrupt in priority to the 
claims of the creditors; 


The CHatrMAN: No. It is to be paid out of the property of the bankrupt. 

Mr. MAcponneEtu: Now, a creditor under 2 (h) means “a person having a 
claim preferred, secured or unsecured, provable as a claim under this Act;” 

The Witness: I am inclined to think that by reason of the change made in 
the bill since it was introduced there may be an unforeseen consequence which 
might give rise to a little argument. | 


By Mr. Macdonnell: : 

Q. Does the old definition of creditor include ‘unsecured’”?—A. Creditor 
means, in the case of a corporation, it shall include bondholder, debenture holder, 
shareholder and member. You may say that creditor was not defined. 

Mr. Bennett: In the old Act it said mortgage or pledge, which was 
altogether different. Mortgage or pledge any part of the property. 

Mr. Lesace: It is embarrassing. Would you look at it? 

The Witness: I will be glad to. 


30 STANDING COMMITTEE 


Mr. MacponneELu: How is a fellow going to carry on unless he can Boe 
money? 

Mr. Lesacr: He usually sells some of the things, part of the assets, the 
movable property. 

The CuarirMAN: He should not be allowed to encroach upon a secured 
creditor. , 
Mr. MAcDONNELL: A recelver raises money right at the top of everybody, 
as you know. 


The CHAIRMAN: But a receiver is appointed. He is, I think, appointed loys 


a different purpose. 

Mr. MacponneLu: Yet it may be greatly in the interest of the creditors if 
the business be carried on because it may be-their only chance. The receiver 
raises money in priority to the first mortgage, but he is put in there by the 
secured creditors. Nevertheless he raises ‘money in priority to everybody. 


The CuarrMAN: He is appointed to carry on me business, not to wind up 


the estate. 


Mr. Lesace: He is not appointed by the sancnsd creditors. They have not 
a word to say about the administration of the estate. That is different too. It 


seems that he is required here to inquire into the circumstances. 


The Cuairman: But it is only to be paid out of the property of the bank- 
rupt, and to the extent the secured creditor encroaches upon the title of the 


bankrupt it is not the property of the bankrupt. 

Mr. Lrsace: Suppose I have a mortgage on your property and you go 
bankrupt. The property on which I have the mortgage is liable to the claim 
under my mortgage up to the full value realizable on the property. 

The CHAIRMAN: Well, if you have a mortgage, it would encroach on the title 
of the bankrupt. 

Mr. Lesace: Oh well, it would not apply in Quebec because according to our 
civil law there is no such thing as a mortgage. 


Mr. Beuzitn: That is right; we have no mortgages under our civil law in 


Quebec. We have “hypothecs”. 

The CHAIRMAN: I think the section would stand very careful scrutiny and 
study by the law officers. 

Clause 11, the borrowing powers with permission of court. There again the 
property of the debtor comes in, but I wonder if there should not be a definition 
in clause 2 of “property of the debtor”. Would that help us? 

Mr. Lesace: No, it is a matter for the courts. 

The Wirness: The property of the debtor that is subject to administration 
is referred to on page 36. You will find the answer to your question there. 

Mr. Lesace: Yes, it defines the property of a bankrupt divisible amongst 
his creditors by saying what it shall not comprise so and so; and then in sub- 
sections (c) and (d) it defines what it shall be made up of. 

The CuatrMan: Yes. That should be handled pretty carefully. 


The Witness: The property of the debtor is, generally speaking, all of Ae 


‘property, in section 39. 
Mr. Lesace: In other words, it refers to tangible things. 
The Witness: No, sir. It says: “The property of a bankrupt divisible among 


his creditors shall not comprise’—and then follow two classes one of which is- 


trusts; and the other is: any property that as against the bankrupt is exempt from 
execution or seizure under the laws of the province within which the property 
is situated, and within which the bankrupt resides. 
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The CuairMAN: I would think the only way you would be able to meet the 
issue there would be by writing in a definition of “property of the debtor”. 

_ Mr. Lesage: I do not think you are right in saying that money could be 
raised in priority of mortgages. It might be possible to raise money actually 
on a business, but I do not think it could be done in that way. 

The CHatirmMan: You would have to have the consent, if the Act prohibited 
it; you would have to consult the creditors and get their consent; they could 
do that. 


Mr. Braupry: You take a lot of these businesses that are carried on from 
day to day, a thing of that kind could happen quite often; but you would have to 
get the consent of the creditor or creditors who have the right to the money. 

Mr. Bennett: I would think that section would be ultra vires on account 
of provincial jurisdiction over mortgages. I doubt very much if we could here 
at Ottawa pass any legislation which would affect the validity of a first mort- 
gage on the property of a bankrupt. I know that if I loaned money on the 
security of a mortgage I would not want to lose it, or lose my right with respect 
to recovery by having some preferred creditor in a case of bankruptcy rated 


ahead of my claim under my mortgage. 


Mr. Macponne.u: Isn’t that really a matter of policy? 
Mr. Bennett: I think it is a matter of provincial jurisdiction. 
The CHAIRMAN: Clauses 10 and 11 will stand for very careful scrutiny. 


Clause 12: 


Mr. Macnaveuton: I do not know whether this is the right time but 
I have been asked to say a few words in this particular connection. Would 
this be the right place for me to take the matter up? 


The CHAIRMAN: Yes. 


Mr. MacnaucuTon: This is on clause 12. I have been asked to bring this 
point up by the National Committee of the Canadian Commercial Travellers’ 
Association which is comprised of the Association of Commercial Travellers of 
Canada, the Dominion Commercial Travellers’ Association, the Ontario Com- 
mercial Travellers’ Association, the Maritime Commercial Travellers’ Asso- 
ciation, the Northwest Commercial Travellers’ Association and one or two others. 
I should tell the committee that they submitted a brief to the Senate, and that 
can be found on page 135 of the third volume of the report of the proceedings 
before he Senate committee. To come to. the point, Mr. Chairman, the reason 


I have taken the trouble to speak at this time on this clause is that this asso- 


ciation is representative of approximately 40,000 commercial travellers through- 
out Canada. Now, Mr. Chairman, the difficulty which faces people of this kind— 
not only commercial travellers but workers, labourers, wage earners, and people 
of that general classification, they are more specifically set out in clause 75— 
is that their claims for salaries, commissions, wages or allowances have a priority 
to the extent of $500, and in filing their claims if the trustee after examination 
finds their claims are not to succeed then they are obliged to make an application 
to a court. Now, Mr. Chairman, in the case foréxample of commercial travellers, 
or even of clerks, wage earners or labourers, whether they are paid by salary 
or by way of commission, the only recourse they have is to take an action in 
the courts in an effort to recover if the trustee does not allow their claim, and 
in many cases they cannot afford financially to do this. As a matter of fact in 
not a few instances they would have absolutely no money with which to pay 
the. costs of the court should their claim not succeed. Now, they have come to 
the conclusion—those people on whose behalf I am speaking—that it would be 
advisable, depending upon the view of the committee, to have the Superintendent 
of Bankruptcy, for example, issue a directive to all trustees that any preferred 
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creditor such as a commercial traveller, and these others whom I have enumerated, 
whose claim is disallowed in full or in part by the trustee for a particular 
bankrupt, by the trustee who may be appointed by the creditors or by the 
kanks—where that claim is disallowed, that such a person should be allowed 
to make an application direct to the trustee for a rehearing. As the Act stands 
now it is going to cost him maybe $300 in expenses because he has to make an 
application to a court. We submit that the superintendent should be given the 
right to present any claim he may have before the trustee again and that he 
should be entitled to a rehearing. If we could follow a direct and simple pro- 
cedure of that kind it would save considerable cost to this class of person. 

The CuatrMan: I think that is a very reasonable suggestion. I do not know 
how far the superintendent will go along with it in the issue of such a directive, 
but I do think that it is something which we-might try for two or three years 
and then if it does not work out satisfactorily the Act could then be reamended 
to make it mandatory. I think the servant or workman or agent and so on who 
is given a preferred position on account of wages should certainly be entitled to 
at least a preferred hearing if his claim is disallowed in whole or in part. 

Mr. Beaupry: I agree with that suggestion, Mr. Chairman. 

The CuarrMan: I think it should apply right across the board to subsection 
(d) of clause 95: Wages, salaries, commissions or compensation of any clerk, 
servant, travelling salesman, labourer’ or workman for services rendered— 
and so on. 


Mr. LesAce: But he is a preferred creditor now. 

The CHAiRMAN: Any of these people here who are dependent on their wages 
for a living should certainly. be entitled to a hearing by the trustee. 

Mr. Lrsace: I do not exactly see why you should make an exception there. 
After all, the debtor is in bankruptcy, and the travelling salesman, the worker, 
the agent and so on will have to take action in court. There will be expense, of 
course; but would not anyone else contend that their rights also should be 
respected? The usual way, the way we do it in a democratic country’is by 
going to the courts. ; 

Mr Beaupry: But this is not a court. 

Mr. Stewart: That hardly meets the situation. 

The ‘CuatrmMan: The whole thing turns on this: Are we casting any unfair 
burden on the trustee to ask the trustee to appoint a day on which personally to 
hear the submissions on the part of any wage earner whose claim he has 
disallowed ?. | | 
Mr. Ritey: Who has the right to say what the status of the claim is?) Who 
ls going to say whether the claim for wages is preferred or not? 

Mr. Lesace: He is supposed to prove his claim in detail to the trustee, or 
to the inspectors. The section says that if he is a preferred creditor he must 
file all the reasons in detail showing why he is a preferred creditor. 

_ The CuHatrMan: Quite true, but the trustee then comes along and makes 
his decision, an exparte decision without a hearing at all, do you see? 

Mr. Breaupry: Then he has the right to go to the courts. 

Mr. Macnaucuton: That is the whole point in this, Mr. Chairman; if you 
are a workman and you have no money you cannot possibly take an action 
against a bankrupt in court because you have nothing on which to proceed, you 
cannot pay your costs. 

Mr. Lesace: If there is nothing in the estate he will not collect anyway 
and he will not want to go to the expense of appealing. There is no use in 
appealing from a decision if there is not a cent there, but if there is anything 
there and he wants to he has the right to appeal to the courts. 
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Mr. Macnavucuton: What I am interested in particularly is the case of the 
ordinary person who is not able to go to the courts. He should have the right 
of a rehearing before the trustee with a view to establishing his claim. 

The CHairMAN: I am simply looking for a simplified and direct mode of 
procedure, of relief on claims of this nature. You see, the trustee is put in this 
place, the way the Act stands now; he gets these preferred claims for wages, 
he calls in his inspectors, and if there is any doubt about it he calls in the bank- 
rupt. The bankrupt says, “I don’t owe this’. The trustee simply disallows it. 
And then all these wage earners must appeal to the courts if they are going to get 
any redress. Why would it not be much more direct to set up the machinery 
for the inexpensive and immediate disposal of these matters? — 

Mr. Isnor: This matter is covered in clause 94. I think if you were to 
take clause 94 and write three words into it you would have a solution of 
Mr. Macnaughton’s problem. I will read the section as it would then appear: 

94 (1) The trustee shall examine every proof and the grounds of the 
claim, and may require further evidence and personal attendance in 
support of it. 


Mr. Lesace: “May”. . 

Mr. Isnor: I understand “may” has the effect of requiring a thing to be 
done, in law. 

The CuairMan: Not when in the same sentence the word “shall” appears. 

Mr. Isnor: Well, I am not a lawyer, but I thought you could enforce that 
—yjust say the trustee shall examine every proof, and so on; and then “may 
require further evidence and personal attendance in support of it.” 


Mr. Breaupry: With all due respect to these lawyers, I object. 

The CHarrMAN: Shall we carry clause 12, and make a note at clause 94 
of this matter, whatever should go in; we will put it in under 94. I think that 
is the logical place for it. Mr. Macnaughton, have you had a look at 94? | 

Mr. MacNaucuton: I haven”t studied clause 94 yet. No. 

The CuatrMaNn: I would think that any statutory change should come in 
clause 94. 


Mr. MacNaucuron: I am merely trying to protect persons who have found 
and who find themselves honestly without any funds and as a result without 
ability to appeal to a court. | 


Mr. Beaupry: I do not want any misunderstanding of my attitude on this 
matter. I am in full agreement with you. 


The Cuarrman: If it is dealt with under clause 94 it will refer to all 
preferred creditors and your position is improved. 

Mr. Beaupry: Definitely. 

The CuarrMaAn: Shall clause 12 carry? 

Carried. 

The CHAIRMAN: Clause 13— 

Mr. Breaupry: Mr. Chairman, I have to leave the committee at the 
moment. I am particularly interested in clause 52 and should it be reached 
before I am able to return you would oblige me by permitting me to reopen it. 

The CuHarrMaAN: I will make a note of that, Mr. Beaudry. Thank you. 

Clause 13? 

Carried. 


Clause 14? 
Carried. 
50835—3 
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Clause 15? 
Carried. 


Clause 16: Perhaps this clause should have a bit of discussion. This is 
practically a new section inserted on the recommendation of the Toronto Board 
of Trade and Judge Urquhart. 


Mr. Bennetr: I wonder if Mr. MacDonald would give us a practical instance 
of what would happen under clause 16. 

The Witness: Well, a situation like this could develop; in fact it did 
develop just a few weeks ago. In the administration of an estate there are 
certain book debts that the trustee thought were worthless and not worth 
following up, and most of the creditors, in fact the majority of the creditors and 
the inspectors agreed with him, that it would, be good money thrown after bad 
to follow it up. One of the creditors alone disagreed very strongly with that. 
And that is a case where that creditor could secure the right of taking action 
in his own name (presently in the name of the trustee but with the same 
effect) and he would benefit in the amount received up to the extent of his 
claim. 

Mr Lesacr: For the whole of his claim? 


The Wirness: He has the right to all that he recovers, except the monies 
over and above his claim. 


Mr. Lesace: To the whole of his claim. 
The Witness: Yes. 


Mr. Lesace: If he has a claim of $300 and he goes out and, let us say, 
collects $500, he could keep the $300 and the trustee or other creditors would 
get the benefit of the $200. 


The Wirness: Yes, and when you consider it, that is a fair result, pean 
he has made something out of what the other creditors thought was of no value. 

Mr. MacponneLu: What would be the situation where more than one of 
the creditors decided to try to follow up and collect these book debts? Would 
they share equally? | 

The Witness: I think that is the present effect. I had not considered 
this point because it had not arisen in my experience. I do not know whether 
it has arisen. But under the ordinary rule of interpretation the singular could 
be construed to include the plural; and if that interpretation is right it might 
be that both creditors would benefit. I am inclined to think, just offhand, that 
two creditors could take advantage of that as well as one. How they rate 
among themselves— | 

Mr. Lesace: Well, suppose the claims were not in the same amount; 
suppose they totalled $1,000 and that one man had a claim for $400 and the 
other had a claim for $600; on what basis would distribution be made? 

The CuHairMAN: All right, pro rate it. 

Mr. Lesace: That is a good suggestion, but it does not say anything here 
about having it pro rated. It is not provided for. 

Mr. Rivey: That would be covered by the definition with respect to 
creditor. 

Mr. Lesace: Under the general rules of emeineon I suppose they 
would apply; the singular includes the plural. 

~The Wirness: I should think the context would permit it. And by way of 
example, I would think that the result would be this: you have a creditor 
for $500 and you have a creditor for $300, and they go out jointly and recover 
let us say $1,000, they would both get— 

Mr. Lesacr: That is easy, they both recover $500. 
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The Witness: The balance of $200 goes to the trustee. 

Mr. Lesace: Well, that is fair. 

Mr. MacponneE Lu: Is not that where the judge comes in: upon such other 
terms and conditions as the court may direct 

Mr. Lasace: Absolutely, that is right. 

The CHAIRMAN: Shall clause 16 carry? 

Carried. 

Clause 17, remuneration of trustee. 

Mr. MacponneE.u: I am not sure what subsection (2) means: may retain 

“a sum not to exceed 74 per cent of the amount remaining out of the realization 
of the property after thie claims of the secured creditors have been paid or 
satisfied.” Might that not be nothing? 

The Witness: Yes. 

Mr. MacponneLu: Why does he have to work for the secured creditors for 
nothing? 

“Mr. Lesacr: He is not working for the secured creditors. 

Mr. MacponneELL: Oh, I see what you mean. It is unfortunate. 

Mr. Lesace: I suppose the creditors or the bankrupt himself would have 
to look after the trustee. 

Mr. Bennett: He would not be allowed to collect or charge any more than 
74 per cent. 

Mr. Stewart: Is that not taken care of under section 95 (b)? 

Mr. Lesace: That is the fixed amount of his remuneration, but it does not 
say: that he shall be paid by the preferred creditors. This is after they have 
been taken care of. If there is anything left he can take up to 74 per cent, 
- but only if there is something there for him to take. 

Mr. Riuey: And there may be cases where he is left with nothing. 

Mr. Fuurorp: He has to take a chance on what he makes. 

Mr. Macponnetu: What is the factual answer? The preferred creditors 
would have to pay him themselves, would they not? 

The Witness: I am sorry, my attention at the moment was on another 
point. Could I have your question over again? 

The CuHairMAN: The question is that the trustee under subsection 2. of 
- clause 17 may find himself without remuneration, and Mr. Mogetarey asked 
what the practical answer to that is. 

The Wirness: Well, the practical answer, in part, is thatethe trustee may 
~ sometimes, to put it colloquially, take a licking. That is sometimes what does 
- happen. 
| The CuHarrMAN: Before you leave that, have you had any representations 
from the trustees; do they object to this? Have they made any recommend- 
ations on this clause 17? They are the interested parties, and surely if there is 
anything wrong with it we would have heard from them. 

The Wirness: I have had one representation on clause 17, but it relates 
to a different point. There has been no representation, as I remember, on this 
particular aspect of it. The other part of the answer would be that at the 
present time the trustee voluntarily takes on an estate, and before doing so 
he could consider that aspect of the estate. 

Mr. MacponneE.u: I suppose he could make a private deal. 

Mr. Lesacre: No, he could not. What usually happens is this: suppose a 
person goes to a trustee and makes an assignment the trustee looks at the assets 
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Sod if he feels that he could not realize enough on the assets to pay him ie his 
costs he will send him to a lawyer. But it sometimes does happen that he 
doesn’t get a thing. 

Mr. Quretcu: What happens if no trustee will take it? 

Mr. Lesace: That is provided for in the Act. 

The Wirness: No. If no trustee will touch it the debtor goes unbankrupt. 


The Cuarrman: Mr. Lesage, I have to leave for a few minutes, will you 
take the chair, please? 
Mr. Lesage, the vice chairman, assumed the chair. 


The Vick CuairMAN: Mr. Riley, you had a question. 


By Mr. Riley: 

Q. Well, Mr. Chairman, what I asked was this: supposing the remuneration 
of the trustee was not fixed at the first meeting and supposing the trustee could 
not get the creditors together for a second meeting—the trustee steps out of 
control then?—A. You mean, supposing at the first meeting no fee is fixed? 

Q. Yes——A. And the trustees cannot get the creditors to take any further 
action? 

Q. Yes—A. Well, the answer to that is that he would be entitled to put 
7% per cent in his account and it would be passed by the court. 

Q. And that would be after the claims had been settled according to the 
proposal?—A. Yes, and then we get back to the predicament that we considered 
a moment ago. 

Q. Yes, what happens then?—A. What happens? 

Q. Isn’t this what happens; the trustee looks over the acc sizes the picture 
up, and decides whether or not he wants to act?—A. Yes. 

Q. And if he decides to act then it is his responsibility and his risk?— 
A. Exactly, and they may go further and say to the bankrupt or to the insolvent 
person: it does not appear that there will be enough assets to give me my remun- 
eration. Can you make any private arrangement with me to take care of my 
fees, either by having some of your friends do that for you, or by undertaking 
to make payments to me out of your future earnings? And if the insolvent 
person can satisfy the trustee that he will get something, or if the trustee is 
willing to absorb it in his business, then the case is handled. But if it comes to 
an absolute 1 LASSE the man does Tot become bankrupt in the technical sense. ~ 


By Mr. eiede: 
@. There may be a case where there is a secured creditor, and there the 
creditor will prosecute according to law and get his little amount out of the 
realization of the assets—A. Yes. 


@. Somebody may have a claim which is secured or preferred, and then he 
sues his debtor for the whole thing. 


By the Vice Chairman: 


@. Does clause 17 carry? 
Carried. 


Does clause 18 carry? There is a new subsection here. Could you give us a 
practical example, Mr. MacDonald?—A. Well, it might cover something that 
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was of some value to the debtor but which did not have any money value at the ~ 


present time to the trustee. 
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By Mr. Belzile: : 

Q. Such as family pictures?—A. Not that. I think it would have a little 
more practical effect than family pictures. I am trying to think of something 
~ now because it is a new section. You might have the remaining part of a lease, 
- perhaps, which turned out to have no commercial value but which was of some 
use to the debtor, if he was going to continue in business. Then again, you 
might have some old fixtures for which you could not get anything on the market 
but which might be worth something to the debtor. 


By Mr. Isnor: 


Q. Or you might have a trademark which nobody would require except the 
debtor and he might find it valuable in future use.—A. Yes. 


By the Vice Chairman: 
Q. Does clause 18 carry? 
Carried. | 
Does clause 19 carry? There was no obligation on the trustee to obtain a 
discharge before, but he always did?—A. Yes. 
Q. It was in his own interests?—A. And we press him, of course, to do so. 
Q. I know that. Does clause 19 carry? 


By Mr. MacDonnell: 
Q. With regard to subsection 2:: 

(2) the court may discharge a trustee with respect to any estate 
upon full administration thereof or, for sufficient cause, before full 
administration. 


3 Would that discharge cover a discharge for some kind of misfeasance?— 
A. It is not so intended. , 
: Q. I did not think so.—A. It is intended to meet a case where some matter 
of realization is so far in the future that the trustee does not want to be continued. 
Q. And you deliberately leave the reason at large, and you just say “for 
sufficient cause’’? 

| ' The Vrer CHarrMAN: Yes. It is up to the court. 

Does clause 19 carry? 

Carried. 


Does clause 20 carry? “Acts of bankruptey’’? 


Mr. MacDonne tu: I did not notice how long this is. Can we look at the 
second part of 19 just for a moment? 


The Vick CHAIRMAN: Yes. 
Mr. MacDonneELu: You may go ahead and I will come back to it if I want to. 
The Vick CHARMAN: No, it is quite all right. 


By Mr. MacDonnell: 


Q. I take it that subsection 10 Just means sort of formal. acts which are 
still to be done after the discharge. Is that what it means?—A. It might, yes. 
I think that it goes further than that. This is an instance, an idea of it applying: 
let us suppose that a dividend, for some reason or other, does not reach the 
creditor who is entitled to it. Let us say a $50 cheque is issued as a dividend to a 
creditor, but through some mistake or other it is not cashed. Anyway, he does not 
get it and the money is paid to the Receiver General of Canada. Until proper 
proof can be made through the trustee, the Receiver General is the only custo- 
dian of the money. I think it could be paid out to a reappointed trustee, who 
would be the authoritative person to deal with the Receiver General rather than 
somebody he did not know. 
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Q. Could you give us an illustration of No. 11?—A. Yes, sir. After the 
trustee has been discharged, let us say that an undiscovered asset turns up. 
It might turn out that he had a few shares of stock tucked away somewhere 
and that they only came to light; or he had a mortgage on property, or it might 
be that it had been discovered but had been overlooked by a trustee, and he 
proceeded and got his discharge. Then a trustee could be reappointed to realize 
on it. 

The Vick CHAIRMAN: Does clause 19 carry? 

Carried. 

Now, with respect to clause 20, (a), (b), (ce) (d) and (e) there is no change; 
and in (f) (g) and (h) there is no material change. Paragraph (i) is new but 
I think it is quite clear. 


The Witness: The purpose of (i) is to-tie in with the new part. 


By Mr. Belzile: 
Q. The new provision?—A. Yes. 
The Vick CHAIRMAN: Does clause 20 carry? 
Carried. | 


Does clause 21 carry? 
Mr. Breuzite: The only change in there is the $1,000. 
The Vick CHAIRMAN: It is $1,000 instead of $500. That is one point which 


Mr. MacDonald explained this morning. Was this increase in the- amount 
proposed by any organization? 


Mr. Isnor: Yes, by the Canadian Credit Men’s Association. 


By Mr. Stewart: 
Q. What is the amount in the United States, Mr. MacDonald?—A. I cannot 
give it to you offhand, but we can get that information very quickly. 
The Vick CHamrman: Clause 21, apart from the change from $500 to $1, 009, 
is only a redrafting for the purpose of simplification and clarity. 
The Witness: That is largely the case, substantially. I am looking at page 
25, when I ‘say that. 


By the Vice Chairman: 

Q. Yes.—A. There is a little difference in subsection 9 because we have 
dropped the description of custodian. 

Q. Yes—A. May I reply to Mr: Stewart’s question: the last figure that 
we have right here is $1,000 in the United States.. But I notice—this book is 
1938, and when I get back to the office I would wish to check for changes made 
in the meantime. 

Mr. Srewart: All right. 

(Mr. Cleaver resumed the chair) 3 

The Vice CHAIRMAN: We are on clause 21 now, Mr. Chairman. 


Mr. Breuzite: Clause 21 has to do with a matter of procedure, has it not? 


By Mr. Macdonnell: 


Q. Would you explain subsection 15 of clause 21?—A. It gives the creditor 


his choice of proceeding against any of the partners, any of the members of a 
partnership. , 


% 
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By the Chairman: 3 

Q. Not including?—A. Suppose he is a creditor, let us say, to the extent of 
$1,000 against a partnership. Let us say there are three members of the partner- 
ship. He may proceed against any one of them or any two of them or he may 
proceed against the three of them just as he chooses. 

Mr. Macponnetu: I do not understand the significance of the phrase “any 
creditor whose claim is sufficient to entitle him to present a bankruptcy petition 
against all the partners....”’ There is some point which I have not got. 

Mr. Bewzite: I believe the point arises in that in law you cannot prosecute 
a partnership as such. You have to prosecute the members of the partnership 
as such, every partner. But you cannot prosecute against the partnership, 

Mr. Bennett: Oh yes you can, in Ontario. : . 

Mr. Beuzite: Suppose there was a partnership of Lesage, Isnor and Belzile. 
If you want to prosecute that partnership, you have got to prosecute John Lesage, 
Gordon Isnor, and Gleason Belzile, doing business under the name of Lesage, 
Isnor and Belzile as partners. . 

The CuHarrMAn: It is hard to understand. In Ontario the liability of a 
partnership is joint and several. The wording here would indicate that, perhaps, 
in some parts of Canada it is not a joint and several liability. 

Mr. Lesace: It is not in Quebec; it is a personal liability. The liability is 
not limited by the amount. 


Mr, BeuziLte: By the amount of money that was put into the partnership. 
Mr. Macponne tu: I still do not understand the phrase that they are entitled. 


Mr. Isnor: Doesn’t that mean that they claim $1,000; that the claim must 
amount to $1,000? 


The Wirness: According to the definition of a person on page 8, a person 
includes a partnership. 


By Mr. Isnor: 


Q. And the other principle is the same as that of an endorser. Be it one, 
two or three endorsers, they are liable. 


Mr. Macponne.u: Anyone who is entitled to present a bankruptcy petition 
can present it against one or two members of the firm. I do not think it is a very 
happy principle. I think it is stupid. I think the first part means: anyone who 
is entitled to present a bankruptcy petition can present it against one or more 
of the partners; they are all partners. 


By Mr. Lesage: 


Q. And any creditor whose claim is sufficient—I do not understand why 
there is a distinction, because anyone can present a bankruptcy petition if the 
-insolvent person has over $1,000 debts, can he not?—-A. This would clear the 
matter up. Because, in the absence of subsection 15, it might be argued that 
he had to proceed against all the partners. 


The CuarrMan: If that is the intention, why should it not be worded in that 
way? 

Mr. Breuzite: We have in Quebee what is known as the discussion of assets. 
When it comes to bankruptcy of one of the partners, you have got to discuss the 
assets with him; you have a right to have the assets separated, to have the 
assets of a bankrupt partner separated from the assets of the other partners who 
are not bankrupt. One of the partners might be entirely solvent. Why pros- 
ecute a man who is not solvent and then not even recover your costs?—A. It is 
the same wording in the present Act. It goes back to the 1919 Act, which I think 
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is the same: “any creditor whose debt is sufficient to entitle him to present a 
petition of bankruptcy against all the partners of a firm may present a petition 
against anyone or more partners of the firm.” 


By Mr. Lesage: § 
Q. Why limit it to the creditor who has a claim of $1,000? Why limit it to 
that creditor?—A. I see the point. . 
Q. That is what Mr. Macdonnell asked first. 
Mr. Bennett: I do not think that is the point of that section. It is the 


power to present a petition against one partner. That is all it means. It is not 
trying to limit it. 


Mr. Lesace: But it does limit it. 

Mr. Latina: Let us suppose there were three partners. Then. their liability. 
would be only $333 each, in the case of a $1,000 claim. - 

Mr. Macponne.u: I think it would read better if it said: “against a firm, 
may present a petition against any one of the partners.” 

Mr. Lesage: Why limit it to the eréditor whose claim is sufficient to entitle 
hime to present a bankruptcy petition? 

_ Mr. Bennett: It is just an ordinary claim in bankruptcy. If A and B owe 
me $1,000, I can proceed against A. 

Mr. Lesace: But suppose he owes you $500.00? 

Mr. Bennett: Then I could not do it. 

Mr. Lesace: Yes you could. 

Mr. Bennetrr: At the time the debt owing to the petitioning creditor or 
creditors amounts to $1,000.00, the man who petitions must have a debt of 
$1,000. 

Mr. Macponne.u: Clause 21-(1)-(a). 

Mr. Bennerr: It is summarized. What they mean is the power to present 
a petition against one partner. 

Mr. Fuurorp: You think that one partner can pay and the Sune cannot, 
and you get after the fellow who can pay. 

Mr. Bennetr: Can one partner not join his defaulting se Mr. 
MacDonald? 

The CHAatrrMAN: He would have the right to sue them. 


By Mr. Bennett: 

Q. If I petition against “A” in a partnership, can I say that I want “B” 
jomed?—A. No, unless you are petitioning against— 

Q. There is no power in the partner who is petitioned against to add another 
partner?—A. To add another partner, no. 

~Q. Well, that does not seem right. 

Mr. Macponneuu:. You cannot deprive him of his rights between himself 
and his partners, though. 

Mr. Bennetrr: I might be dragged through bankruptcy proceedings just 
because somebody did not like me, while my partners could sit there free. 


By Mr. Laing: 

Q. Would it not be fair to join all the partners in a case like that?—A. I 
would like to think that out a bit more. The point is: if there are three partners, 
A, B, and C, and the petitioning creditor, let us say, likes C, he thinks he is a 
good fellow and he does not want to bring him into it. So he says: we will just 
go against A and B. And then A and B should be able to say: T was with us 
and should be joined in this bankruptcy. 
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By Mr. Bennett: 
__ Q. That is right.—A. I suppose that A and B are subrogated to certain 
rights against C arising out of their partnership relationship. 

The CuHatrMAN: How would this meet your question as to the wording, 
Mr. MacDonald?: “Any creditor whose claim against a partnership is sufficient 
to entitle him to present a bankruptcy petition may present a petition against 
any one or more partners of the firm without including the others.” 


By Mr. Macdonnell: 

Q. I think that would be more intelligible—A. That seems to be quite 
all right. I will go over it tomorrow at leisure and if I see anything wrong, I will 
bring it up. | 

The CuatrMAN: Would you think of a subsection there to be added that 
in the event of bankruptcy proceedings being taken against one or two only 
of the partners of a firm, that an application might be made to the court to have 
them all added? Line 

Mr. Bennett: That would be my idea. The singular is used with creditor in 
-the subsection; but in 21-I-(a) it says: : 


ee bne: petition’ creditor or credutors =". 2” 


I believe subsection 15 should read “any creditor or creditors.”’ 

Mr. Larne: Any creditor means all creditors. 

Mr. Bennett: Any creditor may mean one creditor. 

The CHarrMAN: There is a difference in meaning. Suppose that two creditors 
team up to make the desired amount you see? 


Mr. BENNETT: In 21-I-(a) you distinctly use the words: “. . . . petitioning 
creditor or creditors. . . .” That is what disturbs. You went past that technical 
objection in 16 the same way. This is a technical Act and I think you have got 
to be careful with it. 


(é 


By Mr. Lesage: 

Q. They do not become only one because of the words in clause 21- (15). — 
A. I think there is perhaps a special reason for using the words “creditor or 
creditors” in section 21 because, unless they were used in that way, I do not 
think it would be clear that creditors might combine to get a claim up to 
$1,000. I do not think that the use of creditor or creditors in that section 
imperils the application to any of the other sections of the ordinary rule 
of construction that the singular includes the plural and vice versa. 


By Mr. Macdonnell: 

@. Does not that apply where the sense demands it? ‘That is not a 
categorical statement, is it?—A. No. It is only a rule of interpretation. 

Q. Does it necessarily demand it here unless it says so? 

Mr. Bennett: We are drawing a statute and we should try to be as clear 
as we can so that it cannot be argued about in the courts. Here is Mr. Lesage, 
who is a good lawyer and right off the bat that thought occurs to him. 
That is a point which would certainly 'be argued about in court. 


By Mr. Lesage: 

Q. It means only one thing—A. I would wish to look at that a little further 
before I committed myself to you, Mr. Macdonnell. The burden is the other 
way under the Interpretation Act. It is not where the context requires it, 
but unless the context forbids it. My fear about making a change in sub- 
section 15 is this: that once you have that rule of interpretation, every time 
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you go, in a particular section, and express it disjunctively, you are under- 
mining your rule; and we may find that we have undermined it in other 
sections. 
Q. Should we not go back to the definitions? We say in subsection (15): 
any creditor whose claim is sufficient to entitle him .....” 
It points it out to the creditors specifically, to one creditor. 


a 
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Mr. Risy: A change in the interpretation clause would cover the whole ~ 


thing. That would clarify it. 

Mr. Lesacr: It. is embarrassing but we will let Mr. MacDonald brood 
over it. 

The Witness: I shall read it. 


The Cuarrman: Does clause 21 carry? Clause 21 then is carried with 
the exception of subsection 15 which stands. 


Mr. Bennetr: You are going to consider that other clause, -about joining ; 


the partners? 
The CHAIRMAN: Yes. 


Mr. ASHBOURNE: One member of the committee used the word “insolvent”. 
Is there any difference in the idea of an insolvent and that of a bankrupt? 


Mr. Lesace: I might be insolvent but not bankrupt: If there is no 
petition against me, I am not bankrupt, but I may still be insolvent if my 
liabilities exceed my assets. 


Mr. Macponnetu: Even if nobody knows about it. 


Mr. Lesacre: Insolvency means the state of a person whose liabilities 
exceed his assets. 7 


The CHatrMAN: Does clause 22 carry? 
Mr. Stewart: It is now twenty minutes to six o’clock. 


The CHarrMAN: Very well then, we now stand adjourned until 11.30 a.m. 
tomorrow morning, Friday, November 25, 1949, when we shall meet in 
room 277. 


EVIDENCE 


HovusE oF CoMMON:, 
November 25, 1949. 


The Standing Committee on Banking and Commerce met this day at 
11.30 am. The Chairman, Mr. Hughes Cleaver, presided. 


The CHarrMAN: Gentlemen, we have a quorum. 


Mr. T. D. MacDonald, K.C., 
Superintendent of Bankruptcy, 
recalled: 


The CHarRMAN: We have reached clause 22 of this bill. Shall the clause 
carry? 
Carried. 


Clause 23? 
Carried. 


Clause 24? 
Carried. 


Clause 25? 


Mr. Futrorp: A question arose here about fishing. 


The CuarMan: I suggest that we stand 25 over because Mr. Isnor is 
not here. 


Mr. Fuurorp: If fishing is going to be excluded there are several com- 
plementary industries which might be considered. I am thinking of the small 
logging industries; I am not talking about incorporated logging firms but small 
logging operations might be considered. 

Mr. Lesace: I understand that the reason why farmers are specified is 
that there is a special arrangement for them—the Farmers’ Creditors’ Arrange- 
ment Act—and I see no reason why we should exclude fishermen or the other 
trades. | | 

The CHAIRMAN: We shall let this clause stand. - > 

Clause 26? 

Carried. 


Clause 27? 

Mr. AsHBoURNE: Is there anything in this act, with regard to this part 3 
proposal, which would debar a man who was insolvent, and who contemplated 
being forced into bankruptcy, from making a composition with his creditors 
without going under the Bankruptcy Act? 

The CuarRMan: I think not, so long as they were all agreed. 

The Wirness: You have answered the question correctly. 

The CuatrrMANn: As long as the creditors are unanimous they can do 
anything they want to do. 


a 


43 


44 STANDING COMMITTEE 


Mr. Ricuarp (Gloucester): A moment ago before the meeting I was 
asking Mr. MacDonald about the situation where a certain man is required, 
in order to present a petition, to submit a list of creditors with debts amounting 
to a certain amount. Supposing some of those debts are not allowed and the 
amount is reduced below the requirement here. What is the result? 

The Witness: The petition fails. 

Mr. Lesace: You are talking about an assignment or about a petition? 

Mr. Ricuarp (Gloucester): Well he has got to prove a certain amount of 
indebtedness. Sometimes the amount will be padded so as to bring it within 
the law and then later a number of those liabilities may not ‘be legitimate. 
What I want to know is what happens then? 

Mr. Lusace: The petition will be dismissed. 

Mr. Ricuarp (Gloucester): And the assignment, if an assignment has 
been made? 

The Cuarrman: Are there any further questions on clause 27? Shall the 
clause carry? 

Carried. 

Clause 28? 

Carried. 

Clause 29? 

Carried. 

Clause 30? 

‘Carried. 

Clause 31? 

Mr. MacponnneEtu: I notice in the memorandum handed to us that a 
suggestion was made by the Toronto Board of Trade, but not adopted, that 
creditors with claims of less than $25 be excluded in computing the required 
majority. I must say I would not be in favour of that, but is there any 
comment on it? | 

The Witness: We felt that it was taken care of by the special resolution 
rule as referred to in Section 31 and defined in the interpretation section— 
under section 2(t) on page 4. 

Mr. Lrsace: What is the meaning of the words ‘any class of creditors?” 

The Wirness: Secured, preferred, or ordinary. 

Mr. Lresace: There must be three-quarters of the value of the debts of all 
creditors, not only those present at the meeting? 

The Wrrness: Present personally or by proxy, yes. 


By Mr. Macdonnell: 

Q. What is that again?—A.It is a resolution decided by a: majority in 
number and three-fourths in value of the creditors with proven claims present 
personally or by proxy at the meeting in question. 

Q. Then under that you could have, perhaps by accident, a very small 
percentage of the creditors present but a ‘three- -quarters value represented and 
you could go ahead? 

Mr. Lesace: Three-quarters. 

The Witness: Yes. 

The CuHatrman: Those who are interested should attend. There is no 
quorum requirement at all. 

Shall the clause carry? 

Carried. S 

Clause 32? 


. 
. 
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By Mr. Macdonnell: 

Q. Could we have an explanation of that requirement? Can a debtor, 
without regard to his reasonableness refuse a proposal? In other words has he 
got an absolute veto?—A. The proposal comes from the debtor. It originates 
with him. 

Q. Then aider” this, the creditors may include such provisions or terms 
in the proposal with respect to the affairs of the debtor as they wish. In other 
words, this clause 32 is a proposal of the creditors but the debtor has an 
absolute veto?—A. Yes, because the original proposal is voluntary on the part 
of the debtor. The debtor did not have to make a proposal in the first place. 

Q. I see that—A. He makes a proposal and the creditors may say that 
they are not quite satisfied with that proposal and in effect they can say they 
do not want him to make that proposal but want him to make a slightly 
different proposal embodying such and such other terms. Then, the debtor 

can of course say he does not care to make that kind of a proposal, in which 
case he is back in his original postion and the creditors have their original 
remedies. 

Mr. Lesacr: Then it is a matter of a counter proposition from the debtor 
which the creditors may or may not accept? 

The CHAmRMAN: The creditors may say that they will not accept the offer 
but that they will accept such and such an offer. 

Mr. Ricuarp (Gloucester): The proposal may be accepted but if they want 
to carry on the business in a certain way the debtor is the one who supervises 
it and he can say yes or no? 

Mr. Beuiste: I think there is a mistake somewhere here. A proposal 1s 
usually made in settlement of the debts. The debtor proposes, for instance, 
15 cents on the dollar, but the creditors ask for 20 cents or 25 cents. That is 
the usual sense of all proposals submitted to the court. 

Mr. Ricuarp (Gloucester): But what about the words “‘supervision of the 
affairs—”’? 

Mr. Lesace: They may require that the debtor for instance must have an 
accountant follow the business and report to the creditors. The debtor is free 
to refuse, and if he refuses he is in his original position. 

Mr. Macvonneuu: I suppose if we left that out the debtor might find 
himself faced with a very difficult situation. 

Mr. LesAcm: It works very well in practice. 
The CHAIRMAN: Shall clause 32 carry? 


Carried. 


Clause 33? 
The Witness: May I correct an impression that was given a moment ago. 
There is a quorum of three required at a creditors’ meeting under clause 72. 


The CHAIRMAN: Yes. 
Clause 34? 


By Mr. Macdonnell: 


@. Could I have a word of explanation here? I see there are some sug- 
gestions made on this section and perhaps the superintendent might give an 
explanation? I notice that there was a suggestion as to priority of claims.—A. 
It was suggested by the Toronto Board of Trade that the words ‘ ‘any person 
other than the trustee is to collect and distribute” be used instead of “any other 
person is substituted for the trustees to collect and distribute”. The ‘change 
was a purely formal one and it was not adopted because it was felt that the 
present words covered the situation. 
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—Mr. Lesage took the chair. 


By Mr. Macdonnell: 

Q. The first four lines of that subsection seem a little confused. Would you 
mind enlarging on them?—A. (4) no proposal shall be approved by the court 
that does not provide for the payment in priorities to other claims of all claims 
directed to be so paid in the distribution of the property of a debtor— 

That is the same as the provision which is in the present Act, and it means 
in effect that all the preferred creditors must be paid in full in order for the pro- 
posal to be accepted. All the priorities must be conformed with, must be 
honoured. 


By Mr. Quelch: 
3 Q. Have the preferred creditors the power to reduce that claim?—A. It is a 
principle in a matter of this kind that any restriction placed on the creditors or 
on any class for its own protection can be waived by the creditor affected. The 
point came up under the section in the present Act, and there is BD. 
to be found on it. 


By the Vice Chairman: 

q. Can it be waived by a majority of the class or must it be waived by the 
whole class “in toto”, by all of the creditors?—A. I would say offhand it would 
have to be waived creditor by creditor according to his rights, as those rights 
were affected. : 


By Mr. Quelch: 
@. In so far as other creditors are ‘concerned, can the majority accept the 
proposal?—A. No. 
Q. It has to be accepted by each? 


By Mr. Macdonnell: 


Q. We do not want to split hairs—A. Perhaps I misunderstood. I thought 
you were referring to preferred creditors as a class, that the ordinary creditors 
under the. majority rule— 

Q. In number and in value?—A. That is a special resolution rule. 


By the Vice Chairman: 
Q. In the class?—A. In the class. 


@. The majority plus the dollar provision? That is section 31; that is the 
explanation I wanted. Are there any further questions on section 34? 


By Mr. Richard (Gloucester) : 

Q. As to subsection 6, I suppose that the title of the trustee to revest after 
the proposal is accepted is just what he took by the assignment; it does not disturb 
the secured creditors?—A. No, sir, it does not disturb the secured creditors. 

Q. The transfer back and forth does not affect them? 


By Mr. Macdonnell: 


Q. I suggest that the superintendent might again look at the word “s 
I do not know what it is doing there; but I do not want to pursue it. one 
tion 4 begins by saying: 


(4) No proposals shall be approved ey the court— 
And then subsection 5 says: 


(5) In any other case the court may either approve or refuse to 
approve the proposal. 
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Has the court no discretion in subsection 4, no discretion whatever?—A. No 
discretion in subsection 4. 

Q. The last three lines of subsection 4 read: 
_ —nor shall any proposal be approved in which any other person is 
‘substituted for the trustee to collect and distribute to the creditors any 
moneys payable under the proposal. 


F So they have the same discretion, only “any other person” is substituted for 
the trustee and so on? 

The Vick CHARMAN: There is no discretion there. 

Mr. Macponne tu: That is right, I take that back. But why? The creditors 

have no authority whatever to substitute anyone for the trustee? 

The Vick CHarrMAN: Another trustee. 

The Witness: You see, this is not a voluntary composition in respect that 

_ each creditor can speak for himself becatise he may be compelled by the majority 

rule. So, to protect creditors. This provision requires that the trustee be a 

trustee licensed under and subject to the provisions of the bankruptcy office. 


By Mr. Macdonnell: 


; Q. But this says that you could not change a trustee, could not substitute 
- one trustee for another.—A. Well, the proposal starts off by being lodged with 
a trustee. 

@. I beg your pardon?——-A. The proposal starts off by being lodged with a 
: trustee under the Act. 
’ Q. Is there any provision elsewhere whereby one trustee can be substituted 
: -for another?—A. Yes, sir. 
i 


The Vice CHAIRMAN: Section 35 carried. 


By Mr. Macdonnell: 
. @. No, just a minute. We go back to—what is the clause which provides? 
_ Twenty-seven, oh yes: 
; 27. (1) A proposal may be made by (a) an insolvent person, and 
(b) a bankrupt. 

Is there any particular significance which does not meet the eye with regard 
to the beginning of section 35 which is confined to an insolvent person?—A. No. 
That just provides the procedure in the case of an insolvent person as distinct 
from a bankrupt when he comes to make his proposal. 


By Mr. Richard (Gloucester): 
Q). What about clause 35 where it says: 
the time of the filing of the proposal shall constitute the time 
for the determination of the claims. 

Do you mean to say that any claims which would become due after the 
time of filing could not enter into the list of creditors?—A. Yes, that would 
be the fact. 

Q. Well, a debtor may file his proposal, and then something may come .due 
after the filing. Where does that fellow fit in?—A. Well, he would not be bound. 
That creditor would not be bound. 

The Vick CHAIRMAN: Suppose it exists but has not matured? 

Mr. Ricuarp (Gloucester): Yes, suppose there be a note or draft. 

The Vick CHarirMAN: It would be included in the proposal then. 

Mr. RicHarp (Glouc peter): @. Does he rank too?—A. I will have to look 
up that point. 
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Mr. Bennett: He obviously would not be bound, particularly. the preferred 
creditor. 


Mr. Macponneutu: Do you say that he would or would not? 
Mr. Bennett: He would not be bound. 


The Wirness: That is covered in the case of a bankruptcy by section 83. 
But as for a proposal, I shall have to look into that and give you my answer later. 


By Mr. Isnor: 


Q. I wish to ask Mr. MacDonald a question. I think it comes under clause 
35. Suppose a case as follows: one of the creditors is advised as to the proposed 
settlement which is agreed upon by the trustees, but he takes exception to the 
proposal, feeling that in time his claim will be worth more to him, the creditor, 
and for that reason he does not accept. As that permissible?—A. No, sir, he is 
bound by the proposal. 

Q. He is absolutely bound?—A. He is absolutely bound, provided that the 
proposal has been passed by a special resolution and approved by the court. 

Q. Is that along the same lines as the old Act?—A. Yes. In the case of a 
proposal made after bankruptcy, it is along the same lines. 


By Mr. Richard (Cloucesten 


(). The acceptance of the proposal works out in the same way as an assign- 
ment?—A. Yes, in a sense that is quite correct. 

@. The man who does not want to accept it, nevertheless, if the proposal be 
accepted, becomes bound by the majority. 


The Vick CuHarrMAN: Of course, he can go before the court. The proposal 
has to be approved by the court. If you look at section 34 subsection (1) you 
will see that any creditor who is dissatisfied with the proposal may go before the 
court and state his objection. 


By Mr: Isnor: 


Q. Proceeding one step further with my question: in the case of a judgment 
against a party bound, they would all be wiped out by the decision under the 
Bankruptcy Act.—A. No, it is not wiped out. 


Mr. Ricuarp (Gloucester): It is not wiped out. If he acquires assets after 
his discharge, that judgment would be good. 


The Vick CHAIRMAN: It is not wiped out in the sense that if the debtor does 
not comply with the payments he has to make under the proposal, then the pro- 
posal is void and the judment is there and he can be proceeded against. 


Mr. Isnor: Why I ask you that question is: I cannot see how the first 
ruling can be sustained because all that I, as a creditor, would have to do would 
be to say that I am not prepared to accept the proposal because I believe that 
further operations of the debtor would warrant my withholding my claim. But in 
the meantime I put in a judgment against the debtor and unless it is wiped out 
it still stands good. 


The Vice CHamrman: No. -The effect of the judgment is suspended, it is 
only suspended. 


By Mr. Isnor: 


@. I am quite prepared to accept your opinion as a lawyer, but I would 
like to get the opinion of the superintendent as well—aA. The position I would 
say would be this: the judgment is not wiped out in a technical sense. 
But the same result follows as if it had been a judgment in a case of bankruptcy. 
You cannot proceed with it. When the debtor finally gets his discharge after 
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he composition, you can not proceed with it. So although I did not like to 
accept the use of the words “wiped out”, nevertheless to that extent it is 
rendered ineffective. 

Mr. Isnor: Cancelled. 

The Vice CHAIRMAN: NO, it is a stayed execution of the judgment. 


By Mr. Richard (Gloucester): . 

Q. In so far as the assets which he has at that time are concerned; but if the 

composition is accepted and the debtor acquires property after that, then the 

judgment is still good—-A. No, I would say that the judment—well, I am 

forced nearly to the language proposed by Mr. Isnor—the judgment is rendered 

ineffective. | 
The Vick CHAIRMAN: It is paid. 


By Mr. Richard: 

3 @. Suppose the debtor, before getting a discharge, acquires property after 
_ making his composition or distribution through the assignment, how is that judg- 
. ment affected? Do you mean that the judment cannot touch that property? 
Mr. Beuzite: The property is automatically vested: in the trustee. 
Mr. Ricuarp (Gloucester): If he acquires other property after the distri- 
_ bution made in accordance with the assignment or by the proposal, where does. 

that property come? Does it vest in the trustee? 
: The Wirness: The debtor is discharged from his obligations. 
a Mr. QuEeLcH: But not by the Court. 
| Mr. CLEeAvER: Can a debtor acquire any property in his own name. , before 
_ the discharge? 
The Vice CHairMAN: He is not bankrupt under this baa he is ‘only 
insolvent. He can acquire property in his own name. 
| Mr. Ricuarp (Gloucester): For instance, he may fall into property after 

making his distribution. If he does, what happens to that property? 

The Wrrness: If the property comes into the hands of the trustee before 

the discharge of a bankrupt debtor then it is subject to be distributed to the 
_ creditors in the ordinary way. 


Mr. Ricuarp (Gloucester): Yes, but before he does. He only ee his 
discharge after a number of years. 


The Wirness: Before he gets his discharge his property is still available to 
- meet the claims of his creditors. 
Mr. Fuurorp: Supposing a man decides to pay his creditors fifty cents on 
_ the dollar and then a short while after comes into an inheritance which makes 
it possible for him to pay seventy-five cents on the dollar? Now that twenty- 
five cents on the dollar, that added capital will be distributed amongst the cre- 
- ditors in spite of the fact it was not in the original proposal? 
The Witness: In the case of a bankruptcy it would be true but not in the 
case of a proposal. 
The Vice CuHairMAN: Suppose there is a proposal to pay fifty cents on ‘aie 
dollar, say fifteen cents in the first year, fifteen cents in the second year and 
twenty cents in the third year and supposing the business of the debtor becomes 
good after the second year and he buys a house. This house will be a guarantee 
towards the payment of the last twenty cents, that is all. 
The Wirness: That is right. 
: The Vick CHarrMan: He will pay his twenty cents when it becomes due 
and the property will not be touched even if there is a judgment against. him.. 
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Mr. Ricuarp (Gloucester): Yes, but this is a case in which the creditor — 
_ does not agree. The debtor pays fifty cents on the dollar and he is discharged 
bult he falls: into property in the second sb Now I want to know is a 
judgment creditor wiped out? 


The Wirness: The answer is in section 36, sub-section (1) which outlines 
the only condition under which a proposal having been entered into and approved 
by the court can then be set aside. 


Mr. Macponnetu: There must be finality somewhere. If at any time 
before there is finality, before the final agreement has been given, property 
comes in, then if there was tany injustice, if at any time property comes in 
before the final agreement is made and the discharge given, they presumably 
would not agree? 


The Vice Cuarrman: No, Mr. Macdonnell. The agreement may come 
_ three years before the discharge. There may be an agreement approved by the 
court that he will pay in three instalments. 


Mr. Ricuarp (Gloucester): He may pay and before he gets his discharge 
from the court he acquires property. Can this property be taken? 


The Vicn-CHAIRMAN: This property cannot be touched except to guarantee 
payments under the agreement and the creditors cannot complain about it 
because they have accepted the property. Either the man who has a judgment 
accepted the proposal or he. was bound by the acceptance of the special 
resolution. 


The Witness: Perhaps, it might help if I put it this way. Suppose that 
I being a debtor and being in hard circumstances go to my creditor—I have 
only one creditor; I have only one debt—and I say to him, “I owe you $500 and 
my financial situation is very very bad, and I can arrange to get only $100 
and it will cause-me an awful lot of hardship even to get that, but if you will 
give me a clearance for my whole debt, I will repay you today $100.” My creditor 
says “Fair enough’ and we make a contract to that effect. Now, tomorrow, 
unexpectedly, I come into an inheritance of $10,000. My creditor cannot come 
back to me and say, “Here, your circumstances ‘are changed and I should get 
a better payment; I should be paid in full.” My creditor cannot do that; we 
have made-a ‘bargain. That is the same situation that applies here. 

Mr. RicHarp (Gloucester): Well, in that case then the debtor who makes 
a proposal which is accepted is in a better position than a debtor who makes an 
assignment so far ‘as after-acquired property is concerned because the debtor 
who makes a proposal which is accepted and approved may acquire property 
afterwards which is untouchable whilst the one who makes ‘an assignment may 
pay the percentage, and then if he acquires property afterwards, before the 
discharge, that falls to the trustee? 

The Vice-CHAIRMAN: That is right. 

The Wirness: But the creditors will appraise the probability of that 
happening. 

Mr. Ricuarp (Gloucester): They may not foresee it. 

Mr. Ritey: It is a voluntary thing. 

The Vick-CHaiRMAN: Shall clause 35 carry? 

Carried. 

Mr. Macponng.u: With regard to that last point that Mr. Richard made, 


has it been fully probed—the difference between a bankrupt and a man who has 
made an assignment? 
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—Mr. Cleaver resumed the chair. 
The Witness: The legal position is quite different. In the one case a man 


_ has made contract and in the other case a man has come into court and 


handed over all his assets, but generally speaking your judgment creditor is in 
no higher position than a plain ordinary common creditor who has not acquired 


_ judgment. 


Mr. Ricuarp (Gloucester): That is in the case of a proposal but in the 
case of an assignment before discharge, and even after payment was made, would 
after-acquired property still be seizable? | 
; Mr. Lesace: In a proposal the creditors agree and in a bankruptcy they 

o not. 

Mr. Quelch: In reaching an agreement on a proposal could a condition 

upon property being acquired at some future time be inserted; I mean could 


that point be covered or included in the agreement? 


The CHAIRMAN: Oh, yes, any terms such as that could be included. 

Clause 36, Procedings in Case of Default. | 
Mr. Isnor: Are you changing the wording in 36 (3), Mr. MacDonald. 

The Wirness: No, there is no change there. 

Mr. Isnor: I think that was suggested by the chartered accountants. 

Mr. Lesace: It was adopted and it is in the text in line 27. 


Mr. Macponneuu: What is the meaning of the phrase in lines 3 and 4, 
clause 36, sub-section 1 ‘‘or where it appears to the court that the proposal cannot 


L. proceed without injustice or undue delay” and so on. 


The Witness: That would cover, I would say, a case where entirely unforseen 
circumstances came up making it impossible for the proposal to be proceeded 
with or to be proceeded with within a reasonable time. 

Mr. Macponne.tu: You do not think some ingenious lawyer could suggest 
that property that comes in afterwards might be included? | 

Mr. LesacE: Suppose there ig an understanding between a debtor and a 
third party; for instance, suppose the third party is his father and says “I am 
going to give you a property for your family” and.in reply the debtor says, “No, 
not now, I have a lot of creditors; I will make a proposal first; my creditors 
will agree and then you will give me the property.”’ That would be fraud. 

Mr. Macponneu: That seems to be a very good instance of what you call 
fraud, but what about injustice? That is a very broad term. It would seem an 


‘injustice to have the situation such as Mr. Richard has been setting out; would 


.- 


that be covered? | 

The Witness: I should hardly think it would because I should think that 
the justice or injustice of the proposal would have to relate to the circumstances 
when the proposal was agreed to. Now, that is just an expression of my opinion. 
As to the other words they would probably cover such a situation as this: The 
debtor came in and represented that in the very near future he was obtaining a 
lumbering contract or some other kind of a contract which was going to put him 
in means and put at his disposal funds to carry out the proposal and the actual 
getting of the contract was delayed and disappeared into the future. Now the 
court would say, “There is no reasonable prospect of you carrying out this 
proposal within a reasonable time and we will set the composition aside.” 

The Cuarrman: I would think, Mr. Richard, that your client would have 
a remedy if the debtor did not make full disclosure; if he knew there was money 
or property coming tc him and he did not make full disclosure, I think that 
would be injustice. A concealment alone is not fraud. There must be something 
active. 

Mr. MacponneLu: That seems to me as if the court would take another 
look at the whole thing. 
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The Cuatrman: I do not see any harm in that clause. I dons the court 
should have power. Do you see any harm in it? ote 


Mr. Macponne.u: I like the idea. But does it cover Mr. Richard’s case which 
is a very important case. 


Mr. RicHarp (Gloucester): The proposal has been accepted and at a later 
stage the court may decide they cannot proceed without injustice and they 
cannot come back; it is all afterwards, it is not at the time of the agreement. 
You see the whole thing where the proposal is made and accepted, or where it 
creates an injustice and so on you see, injustice is something which comes after 
the whole thing is accepted. Supposing the proposal has been accepted and you 
are going to be paid 10 percent every six months. All right, after six months the 
court finds that there has been a default in payment or there has been or will 
be an injustice if the proposal is continued; the court might then modify the 
proposal? 


The Wrrness: It might set aside the proposal. The words of that section 
came from the present Act, and if you would care to leave the point with me 
I will check before the next meeting on the jurisprudence a sit applies to the word 

“Injustice”. 


The CHAIRMAN: Shall the clause stand? 
Stands. 


Clause 37? 


Mr. MacponneELu: I do not understand section 37 very well; cinta: I have 
it explained? 


: The Wrrness: Yes, sir. Suppose a situation like this: The debtor says, 

“T can undertake to pay you in three installments up to 60 per cent of your claim. 
There is one condition attached to that. I have no operating capital and I need 
a few hundred dollars, and in order to permit me to do that you will all have to 
contribute $50 by way of operating capital to allow me to carry on”; and the 
creditors say, fair enough; and by the majority rule they adopt the proposal. One 
creditor can come in; then, that is an exception in one respect to the majority 
rule; he can come in and say, “not for me; I think it is just throwing good money 
after bad, I am going to stand on my present rights’; and in that case then the 
value of his claim will be fixed and ‘he will be entitled to be paid in cash when 
the proposal is approved. 


The CHAIRMAN: And the settlement to him being a cash settlement will be 
a write-down. He has contributed nothing to assist the debtor and if the other 
creditors go ahead and do that then they are going to say to this chap, “you did 
not do anything with us to assist him,” and the court is going to rule that he 
would have to be content with 40 cents on the dollar. 


The Witness: He would, that is so. 
The CHarrMaNn: Shall clause 37 carry? 
Carried. 

Clause 38. 

Mr. Fournter: Stands. 

Section 39. 


Mr. Lesace: Before it is proceeded with, Mr. Chairman, could we go back 
to clause 25? Mr. Isnor is here now. 


The Cuarman: Yes, Mr. Isnor is in the committee now and we will revert 
to clause 25. 


Mr. Lainc: Mr. Chairman, there has been a proposal put forward by a 
number of Broups suggesting that it would be improper to proceed with this bill 
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unless a similar change were made in the legislation regarding the Companies 


Creditors Arrangement Act. IL wonder if Mr. MacDonald could tell us whether 


_ there is anything that could be done to meet this objection? 


The Wirness: Well that, sir, is rather a question of policy on which I doubt 
whether any expression of opinion from me would be proper or. perhaps very 
helpful. The Companies Creditors Arrangement Act is not under the administra- 
tion of my office, and I am rather reluctant to express an opinion as to whether 
or not at the present time my office should reach out to take in matters not 


_ presently within its scope. 


Mr. MacponneLi: You would rather somebody else answered that? 
- The Wirnsss: Yes, sir. There was a great deal of debate in the Senate 


committee in 1946 upon the idea of bringing the Companies Creditors Arrange- 


ment Act under the bankruptcy office. When the bill was introduced in 1946 
there was such a proposal in it, in Bill A5, and it was one of the controversial 
points that led to the bill dying in the Senate committee that year. 

Mr. MacponnELu: You could tell us, please, what the exact situation with 
regard to the Companies Creditors Arrangement Act is now, and in how many 
provinces it is actively in force? 

The Witness: You mean, sir, is it actually in force in the sense that it is 
being used? 

Mr. MacponneELL: Yes. 

The Wirness: Well, no, I cannot give you that information offhand. We have 


no actual point of contact with that Act. As you know, the procedure under it 


is automatic. The only supervision is by the court. But I will make inquiry 
and see what information is available. 


The CHAIRMAN: Section 25—Mr. Isnor: 


Mr. Isnor: I was going to submit an amendment for the consideration of 
the committee that farmers and fishermen should also be included under this 
section. I wonder what Mr. MacDonald has to say about that? 


The Witness: Well, sir, with the opening of the field in the direction of 
primary industry, I do not know where you are going to stop. There was a 
suggestion—I do not know whether you were here at the time—but a few 
minutes ago the point was raised and one of the other members either proposed 
or said if that is extended to fishermen why not to any other primary producer. 
Now, the farmer is excluded, from a compulsory bankruptcy but not from a 
voluntary bankruptcy. There is of course, no corresponding provision affecting 
fishermen. 


Mr. Isnor: But the thought I had in mind, Mr. Chairman, was that the 
benefits of this Act might be extended to farmers and fishermen. There are 
times when it might be of advantage to the farmer if he could avail himself 
of the provisions, the benefits of this Act in connection with his business; and 
the same would apply to fishermen, as I think was pointed out in the committee 
yesterday. 


Mr. Lusacn: It is not always an advantage to be included, it is sometimes 
a disadvantage. . 


Mr. Ricuarp (Gloucester): Mr. Chairman, all these clauses refer to the 
receiver—clauses 21, 22, 23, 24 and 25. A receiver may be asked for by one 
or more creditors against any of these classes of people, excepting a farmer. 
It says, “Sections twenty-one to twenty-four do not apply to persons engaged 
solely in farming or the tillage of the soil or to any person who works for wages, 
salary, commission or hire at a rate of compensation not exceeding twenty-five 
hundred dollars per year and who does not on his own account carry on 
business.” From that it will be apparent that the farmer does not fall into 
the class that a receiver may be asked for. That is what it amounts, is it not? 
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Mr. Lesace: Why? 

Mr. Ricuarp (Gloucester): Well, he does not work for wages, salary, 
commission or hire—and so on. A receiver cannot be asked against him. | 

Mr. Lesace: It is not a privilege anyway; it is a right that a man has to 
make an assignment. Hs 

Mr. Ricuarp (Gloucester): This whole thing applies to the receiver. 

Mr. BeuziLe: Yes, this applies to petitions for a receiving order. 

Mr. MacponneLu: Yes, at the instance of the creditor. 

Mr. Ricuarp (Gloucester): Yes. He may not want to make an assignment 
or a composition; quite so. But still I do not see why it would not apply to a 
fisherman. I mean that a receiver could be applied for by his creditors, just as 


the same for any other business. He does, not evade any responsibility under’ 


this clause. | 
Mr. Laine: I think what Mr. Isnor would like is a fishermen’s creditors 
arrangement act. I have something on that line before me here. My point 


there is this, that I think a fishermen’s creditors arrangement act would be | 


desirable. 

Mr. QueutcH: I do not think his point is clear. Does he want the fishermen 
to be excluded from this Act, along with farmers and persons not in business; 
or, does he want them included and does he want to include farmers and 
fishermen? As you know, the farmers are now in a position where they can 
take advantage of the Farmers Creditors Arrangement Act. 

Mr. Isnor: That is not quite my point. This clause defines only certain 
classes against whom the provisions of a creditors’ petition shall apply. My 
question to Mr. MacDonald is as to whether this is a benefit or otherwise to 
the farmer. 

The Witness: I would say it is a benefit to the farmer. 

Mr. QuELCH: You say it is a benefit to the farmer because he is excluded 
from it; is that the point? : 

Mr. Macponnetu: Mr. Quelch is very familiar with the Farmers Creditors 
Arrangement Act. I wonder if we could have a short explanation from him of 
the Farmers Creditors Arrangement Act, especially as to the protection it gives 
the debtor. I think it would be interesting for us to have some information 
on that point. 

Mr. Queicu: I think the important. thing under that Act is that it permits 
the farmer to continue in operation. That, to my mind, is the important. benefit. 

_Mr. Macponneti: Under the Farmers Creditors Arrangement Act it is 
entirely a matter of his own decision if he goes into bankruptcy. 


Mr. QueLcH: Oh yes, the application is not made by the creditor, it must — 


be made by the farmer. 

The CuairMAN: And does that not apply only to the three western provinces? 

Mr. Lesace: No. | 

Mr. QuetcH: My understanding of it at the moment is that it does not 
apply in Ontario or Quebec. 

Mr. Lesace: That is right. ; 

Mr. QuetcH: There was great activity under it during the war, partic- 
ularly, but— 

Mr. Macponnguu: Before they all became rich. | 

Mr. QuELCH: —until they became solvent. Farmers have the protection 


- that their homesteads cannot be sold. They are protected to that extent at 
least. 
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Mr. Ricwarp (Gloucester): Well, Mr. Chairman, I am still not elear on 
the point. Anyone, except those in the excepted class, farmers or those whose 
wages are under $2,500 may be petitioned into bankruptcy but the farmer is 
in a situation where he does not fall under the section no matter if he earns 
only $500 a year. He does not earn it by hire or by commission and therefore 
he may be petitioned into bankruptcy. 

The Wirness: He may not be petitioned into bankruptey under the 
Bankruptey Act. 


Mr. Beuzite: Clause 21 relates to the petition for receiving orders. 

Mr. Larva: Is this exception put in because of the Farmers’ Creditors’ 
Arrangement Act? 

The Witness: No. 

Mr. Lartnc: Was the Farmers’ Creditors’ Arrangement Act brought about 
because of this section in the Bankruptcy Act? It is like asking which came 
first, the chicken or the egg? 

The Witness: I do not think that was the case either. 

Mr. Larne: I was going to say, in the case of fishermen, that if there is 
to be a special act introduced such as a fishermens’ creditors’ arrangement act we 
could let this stand until such time as the act is introduced. 

Mr. Isnor: I do not think it has any connection. At some future time, 


if we are able to arrange for fishermen to enjoy the same situation as the 


farmers enjoy because of their Farmers’ Creditors’ Arrangement Act then, of 
course, we can deal with the matter at that time. In the meantime, if there is 
any benefit to ‘be derived by fishermen if they are included then I feel that they 
should be included in this particular section. 

The CuHarRMAN: I wonder if we could have any indication of whether we. 
are talking of a practical problem of any size or whether it is a theoretical 
problem? How many fishermen have been thrown into bankruptcy in the last 
five years? | 

Mr. Isnor: I could ask the same question—how many farmers were thrown 
into bankruptcy in the last five years? 

The CHarrMan: None. 

Mr. Isnor: Then there is no harm in including fishermen. 

Mr. Lesace: I can give you a practical example of what would happen in 
the case of fishermen. | 

Mr. Isnor: Tell me what would happen in the case of a farmer? 

Mr. Lesace: If you do not mind, I will continue. Supposing a fisherman 
has debts and judgments against him are granted, the creditors cannot petition 
against him in bankruptcy and so they execute their judgments against him. 
He is wiped out completely and he cannot later acquire any property because 
it will be seized again and again, the judgments having been only _ partly 
satisfied. The man can never be free. If he is put into bankruptcy his creditors 
can petition for so many cents on the dollar and then he may apply for dis- 
charge and start anew. He will not be able to do that if he is seized against 
time and again. I see an advantage for fishermen not to be included in the 
exception. — 

Mr. Ricuarp (Gloucester): Not to be included in the exception? 

Mr. Lesacm: Yes. 

Mr. Ricuarp (Gloucester): All right, you may have ten creditors of a 
fisherman who earns $1,500 a year. | 


Mr. Lesace: Yes. 
Mr. Ricuarp (Gloucester): One may petition him into bankruptcy. 
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Mr. Lesace: Yes. 

; Mr. Ricuarp (Gloucester): But you cannot beat the farmer that way nor 
the fellow that earns less than $2,500. Therefore a fisherman who may only 
earn $1,500 has not the protection of a worker who earns $1,500 nor is he in the 
position of the farmer. 

Mr. Lesace: No. The farm may be seized. But if it is seized as in the 
example I was giving as to fishermen, then he can go under the other law, and 
that is a protection that the fisherman would not have, unless we pass a special 
law for a fisherman’s arrangement act. 

_ Mr. Isnor: I wonder if Mr. MacDonald is prepared to answer my question? 

The Cuatrman: Mr. MacDonald does not care to comment on parts which 
do not come under his jurisdiction. I do not think he should be censured in 
any way for taking that stand. I think it 1s a quite proper stand to take. He 
is superintendent of bankruptcy, period. 

Mr. Isnor: Recognizing Mr. MacDonald’s ability, I would be the last one 
in the world to try to embarrass him in his position other than when dealing 
_ with this Act. 

The CHatrMAN: Well then, would you ask yotir question and direct it to 
Mr. MacDonald. 


By Mr. Isnor: 


Q: I want to know whether Mr. MacDonald thinks it is an advantage to 
the farmer that is covered in section 25?—A. Well, I would like, subject to the 
approval of the chairman, to reserve that question for the moment and give my 
answer at the next meeting. My reason is that, there is a point that I am not 
quite satisfied about as to the application of the Farmers’ Creditors’ Arrangement 
Act. I believe Mr. Quelch said a moment ago that the farmer could not be 
petitioned into bankruptcy under that Act. That was my impression. Now, I 
have the further impression—but I may be wrong—that our records will show 
that, rightly or wrongly, farmers have been petitioned into bankruptcy, so I 
just want to check on that point. But I shall be prepared to give you an answer 
at the next meeting of the committee. 


By Mr. Macdonnell: : 

Q. You may petition a farmer into bankruptcy but you may not petition 
him under the Farmers Creditors Arrangement Act.—A. Petition him into bank- 
ruptcy in relation to the Farmers’ Creditors’ Arrangement Act? That is the MN 
i. aM to look up. 


By Mr. Richard (Gloucester) : 
Q. Under the old Bankruptcy Act, was the farmer excepted as he is here 
and now?—-A. Yes. This section was in the old Act. 

- Mr. QuetcH: The difficulty in dealing with the question of farmers is the 
fact that during the depression years in western Canada we had a great deal of 
provincial debt legislation which tends to confuse the issue. But I am under the 
impression that no creditor can petition a farmer into bankruptcy under the 
Farmers’ Creditors’ Arrangement Act. I think that I would agree with Mr. 
Isnor, that fishermen would be better off if they were excluded from the bank- 
ruptcy act. Moreover, in a bankruptcy proceeding, the very time that a farmer 
might be forced into bankruptcy would be during a depression. T believe that 
ninety-nine times out of a hundred that would be true. And the result would be 
that if the farmer had to dispose of his assets at that time, he would get practically 
nothing for them. The farmer is a man who is able to make a very quick come- 
back. Many farmers who were in distress during the depression years are now 
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considered wealthy men. A few good years can revive a farmer so that he is in 
a good position. The farmer would not want to be forced into bankruptcy 
during a time of depression. He would like to continue until prices improve when 
he would have a chance to pay off his creditors. And I can say that generally 
speaking the creditors have been reasonable and have voluntarily agreed to 
accept so many cents on the dollar. That would be done under a private agree- 
ment between the farmer and the creditor. I know it has happened many times. 
Just so long as the farmer cannot be forced into bankruptcy, he at least has 
that bargaining power. 


The CHAIRMAN: But the farm could ‘be cate under execution. 
Mr. QuetcH: That is quite true. The creditors have the power to force, if 


not under the Farmers’ Creditors’ Arrangement Act, by threatening that if he 
does not pay, they will sue. 


The CHarrMaNn: The clause stands then until Mr. MacDonald has an oppor- 
tunity to consider the matter. We are now at clause 39. That is part of the Act, 
“Property of bankrupt.” 

It has just been called to my attention that it is ten minutes to one. We 
will adjourn now and meet Tuesday morning at 11:30 a.m. if that is satisfactory 
to the committee. 


Mr. Fuurorp: There is a notice that there will be a meeting this afternoon. 
The CHarrMAN: We will disregard that. 
Mr. Fournier: Before we adjourned yesterday I asked Mr. MacDonald 


- . gome questions but unfortunately I had to attend the sitting of other committees 


and I do not know whether those questions were answered. 


The Cuatrman: I believe they were, Mr. Fournier, and by Tuesday I hope 
the committee proceedings will be printed and you will have your answers. 
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MINUTES OF PROCEEDINGS 


Houss of CoMMONS, 
TuEspAY, 29th November, 1949. 


The Standing Committee on Banking and Commerce met this day at 11.30 
a.m. The Chairman, Mr. Hughes Cleaver, presided. 


Members present: Messrs. Ashbourne, Belzile, Cleaver, Dumas, Fleming, 
Fraser, Fulford, Gour (Russell), Hellyer, Isnor, Lesage (Vice-Chairman), 
Macdonnell, Macnaughton, Prudham, Quelch, Richard (Gloucester), Stewart 
(Winnipeg North), Weaver.—18. 

In attendance: Messrs. T. D. MacDonald, Superintendent of Pap e 
and J. S. Larose, office of Superintendent of Bankruptey. 


The Chairman read a telegram from F. D., Tolchard, General Manager, 
Board of Trade of City of Toronto. 
). 


(For text of telegram, See Evidence, at page 

The Chairman announced the receipt of letters from some of those to whom 
he had addressed the letter of 24th November, as authorized by the Committee. 
It was agreed that these letters be printed as appendices to this day’s minutes 
of proceedings and evidence. 


The Committee resumed consideration of Bill No. 149, An Act respecting 
Bankruptcy. 


The following clauses were carried, subject to reconsideration later at 
request of any member: 39 to 48, both inclusive; 50 and 51. The following 
clauses stand: 49, 52 and 53. 


On summons to the House, the Committee adjourned at 12.30 p.m., , to meet 
again this day at 3.30 p.m. 


AFTERNOON SESSION 


The Committee resumed at 4.00 p.m. The Chairman, Mr. Hughes Cleaver, 
_ presided. 


Members present: Messrs. Ashbourne, Beaudry, Belzile, Breithaupt, Cleaver, 
Dumas, Fournier, (Maisonneuve-Rosemonta, Fraser, Fulford, Fulton, Gour 
(Russell), Hellyer, Hunter, Isnor, Laing, Lesage (Vice-Chairman), Picard, 
Prudham, Quelch, Richard (Gloucester), Smith (York North), Stewart (Winnipeg 
North) —22. 


In attendance: As at morning session. 
Consideration resumed of Bill No. 149. 


The following clauses were carried, subject to reconsideration later at 
request of any member: 54 to 93, both inclusive. The following clauses stand: 
94 and 95. 


. The Committee adjourned at 5.30 p.m., to meet again tomorrow, Wednesday, 
— 30th November at 11.30 a.m. 
T. L. McEVOY, 


Clerk of the Committee. 
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EVIDENCE 


Hovusr or COMMONS, 
November 29, 1949. 


The Standing Committee on Banking and Commerce met this day at 
11.30 a.m. The Chairman, Mr. Hughes Cleaver, presided. 


Mr. T. D. MacDonald, K.C., Superintendent of Bankruptcy, recalled: 


The CHarrMAN: Gentlemen, we have a quorum. Before proceeding with 
the work of the committee I would just like to report that, pursuant to 
instructions received from the steermg committee, a letter was ‘dispatched to 
all those who had taken the trouble to make representations to the Senate 
while this bill was under consideration by the Senate. In that letter I asked 
any who wished to attend personally to give evidence to ‘advise us by wire, and 
any who wished either to add to or to underline the representations which they 
had already made, to write. I may say that I have received only one wire. 
It is very short and I shall read it. It is from Mr. F. D. Tolchard, Gensty 
Manager of the Toronto Board of Trade, and it reads: 

Your letter twenty fourth cls ttage bill this Board and associated 
interests most anxious Senate Bill F be passed at present session of 
House notwithstanding Senate committee did not accept all amendments 
desired stop Sending McEvoy our latest submission to Senate committee 
with memorandum showing action taken on amendments requested stop 
If House committee can consider these desired amendments and would 
like oral evidence without endangering passing of Bill at present session 
this Board will be glad to arrange for representatives to appear before 

committee at any convenient time stop Desire to emphasize however 

importance of passage of Bill at present session and would respectfully 
urge that Banking and Commerce Committee do nothing which would 
delay enactment of Bill. 


F. D. TOLCHARD, 
General Manager, Toronto Board of Trade. 


(For text of letters, etc. see appendices to this number.) 


Is it the wish of the committee that we should add this wire and corre- 
spondence to our committee report this day, so that all members of. the 
committee will have copies? 

Mr. BruziteE: I so move. 

Mr. Stewart: Does that include the proposed amendments? 

The CHatmrMan: No, it does not. It includes the memorandum of their 
request and all that has happened to it. Their brief is already in print in the 
Senate record, and their brief is an exact copy of the one already tabled. We 
are at clause 39, part IV of the Act, “Property of the Bankrupt”. | 

Mr. QuELCH: Was clause 25 carried? 

The CuHairMAN: Clause 25 was carried but the esa ladies was that any 
member could refer back to it. 

Mr. QuetcH: I thought we were at clause 25 at the end of the last meeting, 
and that we were considering clause 25 when we adjourned. 
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The CuHairMANn: Clause 25 was marked “stand”. 
Mr. QuEtcH: We were considering it. 


The CHarrMAN: Yes, and the Superintendent of Dahienisety was going to 
make some inquiries. And now, as to clause 39, are there any questions? 


By Mr. Richard (Gloucester) : 


ot would like to ask Mr. MaeDonald in respect to subclause (c) of 
clause 39, “All property wherever situate of the bankrupt at the date of his 
bankruptcy or that may be acquired by or devolve on him before his dis-. 
charge; .” In the period between a trustee’s discharge and the discharge 
of the bankrupt, should any property devolve upon him, then in whom does it 
vest? I take it that it is still available for creditors, and that there is no more 
discharge; he has been discharged——A. That property is amenable to the 
trustee; it is available if it is gone after, for distribution to the creditors. 

, But the trustee may be discharged. 


Mr. Beuzite: He has five years to go on. His appointment is good for 
five years after his discharge. : 


By Mr. Richard (Gloucester) : 


@. He may apply for discharge after distribution of whatever assets are 
in his hands.—A. The trustee may be brought back to deal with it. 

Q. He may be reappointed again? That property was available for 
creditors, judgment creditors, as well as ordinary creditors. Where does the 
statute of limitations come in there? Would the judgment creditor be in the 
same category as the ordinary creditor, or would he have a debt which is good 
for twenty years?—A. The limitation ‘period would not run there. 

Q. Why would it not? If it starts to run, there is nothing to stop it. Bank- 
ruptcy does not stop it—A. My impression is ‘that the limitation period does not 
run during the bankruptcy. 

Q. You understand by point. A man makes an assignment, and whatever 
assets he has are distributed by a trustee; then afterwards he comes into property 
again; that property is available to creditors. Now, some of those creditors may 
be ordinary. creditors and their claim may be barred by the Statute of Limitations. 
But with a judgment creditor, his claim is good for twenty years. 


Mr. Lesace: The assignment stops the period. I could answer in French very 
easily, but I do not understand the technical terms in English. 


Mr. RicHarp: (Gloucester): The Statute of Limitations starts from the 
time the debt is due, and I do not think it stops, and I do not think there is a 
gap there. 


Mr. Lusace: There is no interruption in the case of a judgement, because 
that judgement is good for twenty or thirty years. But, if it is an ordinary debt, 
let us say a commercial debt, it is good for five years in the province of Quebec, 
and those five years will start to run from the date of the discharge of the trustee. 


Mr. Ricuarp: (Gloucester): But if it-has started to run already, it continues 
to run. 


Mr. Lesacre: No. It stops it and you must start it to run all over again. It is 
an acknowledgment. 


The CuairMAn: Clause 40 “Stay of Proceedings”. That is a stay of proceed- 
ings from the filing of a proposal, and so on. 


Mr. Ricuarp (Gloucester) : Well, that might be so, if he has no remedy. 
The CHAIRMAN: Yes. 
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By the Chairman; 

@. Mr. MacDonald, I have a question to ask ida this clause. Would this 
be an appropriate clause under which to define property of the debtors? You 
remember that that point arose when we were considering the right of a trustee to 
pledge the assets of a debtor, the property of a debtor, for the purpose of carrying 
on the business of the debtor. 

Mr. Macponne.u: What clause is that, Mr. Chairman? 

The CHarrMAN: What was the clause of the Act where we ran into the 
right of a trustee to pledge the property of a debtor for the purpose of carrying on 
the business? Oh, it was clause 10. 

The Wirness: Clause 10; subclause (1) para. (g). 


By the Chairman: 


@. You have also referred me to clause 2 subclause (0). Now, do you not 
think for the purpose of clarity 1t might not be wise to add a few words indicating 
“assets include any property rights of the secured creditors’?—A. Oh, I see. 
I am afraid that I did not quite catch the point before. I think this question was 
raised also by Mr. Macdonnell at the first or second meeting. 


I shall read into the record. Paragraph (g) appears to be all right, because a 
secured creditor does not make a claim unless he relinquishes his security or 
unless it is for the excess of his account over the value of the security; and in 
either such event he is then as an ordinary creditor. You see, (g) speaks about 
this commitment being paid with interest out of the property of the bankrupt in 
priority to the “claims” of the creditors. In so far as he relies upon his security, 
the secured creditor will not have a claim in there, so he will not be affected. He 
will never have a claim in unless he is either relinquishing his security, or is 
claiming for the excess of his account over the value of his security. And in 
either of those cases he should of course be affected. So my feeling would be that 
she paragraph is appropriate as it is now worded. 

Mr. Macponneuu: I must say that I would not question what the witness 
has said. It is a very interesting points But I should have thought it might 
have been made clearer because it does seem to me that if (g) is right, it 
would not need a very ingenious lawyer to take a different view. In other words, 
the word ‘‘claims’—I am not ignoring the definition of “claims” in clause 2, 
which I think supports what I think you have said; yet I suggest it is not 
very clear in subclause (g).. : 

Mr. Ricuarp: ( Gloucester) : If it is an unsecured creditor, would it be 
made clearer to say “inquire into the claims of’? 

Mr. Macponnetu: No, because Mr. MacDonald says that part of the claims 
will be claims of secured creditors to the extent that they are over and above 
their security. 

The Wirnesss: I certainly do not want to be insistent on that point and 
if it were merely a question of clarification I should be inclined to say immediately 
“Ves, accede,’ but the misgiving I have is this: that wording is in the present 
Act, in section 51, sub-section (1) and it never gave rise to any such suggestion. 
Now if we go reinforcing it in individual clauses it may be that we will find 
a clause later which we have unknowingly affected by implication. 

Mr. Macponnetu: That is a very strong argument. 

The CHatrRMAN: Shall clause 39 carry? 

Carried. 


Clause 40? 
Mr. Macponne.u: Do you think it would be a waste of time in case there 
might be anyone else who might not have read these clauses as carefully as he 
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would like, to have them read as we come to them? I do not press for it, I just 
suggest it. ‘ 

The CHAIRMAN: I perhaps would be prejudiced against the suggestion on 
account of self interest,—I might be elected to do the reading. 

Mr. Fueminc: Mr. Chairman, there were some suggestions on this clause. 
I see by the compendium the Bar of Quebec requested clarification but their 
suggestion was not adopted, it being felt that the addition of the words ‘‘Until the 
trustee has been discharged” in sub-clause (1) of clause 40 is sufficient. Then the 
Toronto Board of Trade, David Grobstein and Richard Beaudry made a sugges- 
tion and it was adopted. Mr. Justice Urquhart suggested that the words ‘Until 
the trustee has been discharged” should be deleted. Mr. Justice Urquhart of the 
Supreme Court of Ontario in the letter we received from him this morning 
indicated that he was interested in one particular clause above all others. Is this 
the one? 

The CHAIRMAN: No, the point Mr. Justice Urquhart is interested in, as 
I understand his letter, is ‘that he feels the present Bill should contain a declara- 
tion, should provide machinery for an order declaring the man bankrupt and 
his reason was that certain other acts of parliament would not come into 
play unless the man is officially declared a bankrupt, and he illustrated that 
point by referring to two or three sections of the Criminal Code where a man 
commits an offence if, while a bankrupt, he secures credit without advising his 
creditors that he is an undischarged bankrupt and so on. And when we come 
to that point I think Mr. Justice Urquhart’s recommendation should be rather 
carefully considered by this committee. 

Mr. Ftemine: That was on clause 21, subclause (6) and clause 41 subclause 
(6)? 

The CHAIRMAN: Yes. 

Mr. Fiemine: I just looked quickly over that letter this morning. I do not 
recall whether or not that was the main point he was stressing. 

The CHarrMAN: That was the main point he was stressing and I think he 
has something there. On clause 40, subclause (1) the Senate accepted and 
adopted the recommendation of the Tdronto Board of Trade. 

Mr. Ftemine: That was to insert the word “approval” instead of the word 
“filing” (of a proposal). 

The CHAIRMAN: Shall clause 40 carry? 

Carried. 

Clause 41? 

Carried. 

Clause 42? 

Carried. 

Clause 43? 

Carried. 

Clause 44? 

Carried. 

Clause 45? 

Carried. 

Clause 46? 

Carried. 


Mr. Fieminc: On clause 46,—what is the significance of what the Toronto 
Board of Trade wanted with regard to clauses 71, 72, and 73? Their suggestion 
was not adopted, I understand. 
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The Witness: There are certain sections in the present act which are similar 
I believe, to sections also contained in the Winding-up Act providing for direc- 
tions to be given by the court affecting the mutual rights of contributors of this 
class, and it was felt in drafting the Bill that those sections were not necessary, 
‘and that, I believe, is the point against which the Toronto Board of Trade made 
its representations. 

The CHAIRMAN: What were the clauses of the old Act that were left out? 

The Wirness: Section 70, subsection (3) and subsection (4). 

Mr. Fitemine: And clauses 71, 72 and 73 have been dropped too, I believe. 


The Witness: I am sorry, the ones that are affected by what I have just 
said are not subsection (3) and (4), the sense of which has been carried with 
very little change into the new clause 46. They are rather sections 71, 72 and 
73. Section 71 commences: 

(1) The trustee may from time to time make demand on any con- 
tributory requiring him to pay to the trustee within thirty days from and 
after the date of the service of such demand, the amount for which such 
person is so liable to contribute or such portion thereof as the trustee 
deems neecssary or expedient 


and then skipping subsection (2), subsection (3) provides that: 

“If the contributory disputes liability, either in whole or in part,” 
and it goes on to explain what he must do in a case like that and section 72 
provides that: 

(1) The court shall, on the application of any conrtibutory, adjust 
the rights of the contributories among themselves, and, for the purpose of 
facilitating such adjustment may direct the trustee to intervene, carry the 
proceedings, : 

and so forth. I think that the gist of it is probably contained in the last part 
I have read, the part about the application to adjust the rights of the contribu- 
tories among themselves. 


The CHarrMan: I think perhaps, the Toronto Board of Trade on reading 
the new Bill must be satisfied because in their last presentation they do not 
raise any question at all in regard to this clause 46. 

Clause 46? 

Carried., 

Clause 47? 

Carried. 


Clause 48? 
Carried. 


Clause 49? With reference to clause 49 the Toronto Board of Trade makes 
the suggestion that the trustee should be affirmatively placed under some respon- 
sibility to inspect the fixtures and what-not and if there are any name plates 
on the fixtures even though no registered lien has been filed, that proper notices 
should be sent out to the addresses on these name plates. .Have you had any 
complaint, Mr. MacDonald, of hardships rising through trustees disposing of 
assets of that nature? In Ontario we have our Conditional Sales Act— 

The Wirness: I am not aware of any such complaints, Mr. Chairman. 


The CHAIRMAN: It would appear to me that that would be putting a trustee 
to a tremendous amount of extra work. Surely these people would contact the 
trustees on the notice of bankruptcy being published. 


The Wirness: And they have the privilege of registering their liens. 
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The CuarrMan: Do you want to press that recommendation, Mr. Fleming? 

Mr. Frieminc: I would like to consider it further, Mr. Chairman, to tell you 
frankly. , 

The CuHarrMAN: Under all these conditional sales agreements there are 
usually monthly payments involved and on eo the suppliers or manufac- 
turers immediately give a notice. 

Mr. Fueminc: I notice this recommendation we are referring to now is from 
the Canadian Manufacturers’ Association, not the Toronto Board of Trade. It 
is the same one that is referred to in the compendium prepared by Mr. 
MacDonald. The association wanted the word “unregistered’”’ deleted and 
replaced by the words “not registered or not protected against creditors under 
the law of the province.” Now I take it the intended purport of the two drafts 
is about the same but the suggestion in Mr. MacDonald’s compendium is that 
the proposed amendment is not considered necessary. 

The CHarrMAN: Well, Mr. Fleming, I think too there is another point which 
can be quickly grasped. You see, if a trustee in good faith goes ahead and sells 
some of this property on which there is a claim under the Conditional Sales 
Act there may be an amendment asked for, or the estate may be liable to damage, 
and that sort of thing. 

Mr. Fiemine: | am not sure at the moment. 

The CHAIRMAN: Well, who is better able to decide negligence than the court. 
- You see, if we attempt to set out what negligence is we will run into all kinds . 
of difficulty. 

Mr. Hunter: I am not suggesting that. I am suggesting that we must 
define the principle. 

Mr. Fremine: Mr. Chairman, with all respect, I think there is actually 
a way out of this suggested by the Canadian Manufacturers Association in their 
letter which has just been handed to me, and it is this: 

It is suggested that in the sixth line of Section 49 the word 
“unregistered” be deleted, and after the word “charge” in the same line, 
the following words be inserted :—‘‘not registered or not protected against 
creditors under the law of the province.” The reason for this is that some 
provinces such as Ontario, permit liens on manufactured goods to continue 
valid without registration provided that the name and address of the 
vendor are marked thereon. With respect to property which is subject 
to a valid but unregistered lien, under the present wording of the section, 
the trustee is not personally liable for any loss or damage. This cuts 
down the rights of lienholders holding such liens. A competent. trustee 
would be familiar with the Conditional Sales Act of his province, and 
should take notice of all lens which are properly protected. It may | 
be that in such provinces, the trustee will be put to considerable trouble 
in making the necessary inquiry but this is preferable to valid lienholders 
being deprived of their rights as secured creditors and reduced to the 
status of ordinary creditors. 

It strikes me there is a great deal of merit in that buat 

The Cuatrman: The secured creditor still has the right to go to the court 
and ask the court to rule that a trustee has been negligent, and in a province 
where there is a Conditional Sales Act and where the manufacturer has complied 
with the requirements of the Act by putting his name plate on, I would think 
the court would be the best tribunal to decide whether there was negligence - 
or not on the part of the trustee. : 

Mr. MacponngELu: The subclause says. 

unless the court is of opinion that the trustee has been guilty of 
negligence with respect to the property—. 

Isn’t that it? 
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The CuHairMan: I get your point, Mr. Macdonnell. I think that is covered 
by what you Just referred to, 

unless the court is of opinion that the trustee has been guilty of 
negligence with respect to the property ; 


That means with respect to his disposal of the property. 


Mr. Fieminc: I would suggest that the clause should stand for further 
consideration. 


_ Clause 49 stands. 


Mr. Fiemine: There is a matter of negligence, which I think is deserving 
of consideration. 


The CHAIRMAN: Clause 50: 


Mr. Ricuarp (Gloucester): Subclause 3, “The onus of establishing a claim 
to or in property under this section is on the claimant’; does not mean the 
property? 

The CuHairmMAN: That refers to the position of the bankrupt at the time of 
the bankruptcy. If the property is in the possession of the bankrupt he has a right 
to prove his ownership; he must under this clause prove his ownership. 


; Mr. Lesace: I think that subclause can only be taken to mean that the 
burden of proof with respect to the claim is on the creditor, the claimant. 


The Wirness: I think Mr. Lesage has made the answer. The general 
principle is that the burden is on the person claiming property in the possession 
of another. 


Mr. MacponneE.u: Well, what is the meaning of the last subclause; “Nothing 
in this section shall be construed as extending the rights of any person other 
than the trustee”. 


The Cuarrman: I suppose, Mr. Macdonnell, it extends the rights of the 
- trustee in that it puts the onus on these other folk to prove their title in 
respect of property in the possession of the bankrupt. 


Mr. Friemina: In subclause 4, the original period for proving a claim was 
thirty days. I note that Mr. Justice Urquhart suggests that power be given. 
to the court to shorten the thirty-day period; and what was done in the Senate, 
I gather, was to shorten the thirty-day period to fifteen days. I wonder if fifteen 
days is going to be too short in some cases. You might easily have a creditor in 
these circumstances not available. He may be away some considerable distance. 
He may be, in the fall of the year, up in the north country shooting. Fifteen 
days is a pretty short period in a big country like this. It would seem to me it 
would be very much preferable to leave the period of thirty days and give the 
court the power to shorten it to some lesser number of days if a proper case is 
made out for shortening it. | 


The Wirness: My impression is that that would be personal notice, or such 
substituted notice as to the court would seem fair. 
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Mr. Macponneti: Anyway, your fifteen days is not a very long period. 


Mr. Fremine: It might turn out that the creditor would not know 
anything about it until too late to make an application. 


Mr. Stewart: Take Mr. Fleming’s argument. Suppose a creditor were 
to leave, let us say, on a two-weeks’ holiday and the notice was sent to him 
the day after he left, then it may happen that he actually would not return 
to the city until the term of notice within which to file his claim would have 
expired. 


Mr. Beuzite: Any creditor is always entitled to file his claim whether it 
is fifteen days or one month. All this clause 50 is intended to do is to pretect 
the trustee against the negligence put against him in clause 49; so that if the 
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trustee does not receive the claim at the end of thirty days or fifteen days as 
stipulated here he is protected; but the creditor is always entitled to file his 
claim and prove it. 

Mr. Fiemine: We all know that procedure is inclined to be slow. That 
is one of the reasons for introducing the summary provision section of this bill. 
I think we are all in sympathy with this idea of more expedition in the handling 
of bankruptcy matters.’ I think that is one of the reasons for the suggestion 
to which I referred in this compendium, that the period be shortened from thirty 
days to fifteen days. Now, I do not know whether that is the way to handle 
this. If there is any reason for giving a claimant more than fifteen days well, 
then, a court should make an order covering that. | 

The Cuarrman: The Toronto Board of Trade proposed that and Mr. 
Justice Urquhart; and if you will refer to the Senate hearing of March 14 with 
respect to clause 50, subclause 2—page 18, you will find that it points out there 
that the period of thirty days is too long in both this subclause and in 
subclause 4. \ 

Mr. Ftemine: But the suggestion there was that the court could shorten 
the period of thirty days. However, the time has been shortened to fifteen 
days; and the note on subclause 4 is: 


Suggested by Mr. Justice Urquhart that thirty days is too long. 


As far as I am concerned, Mr. Chairman, I would like to take this point up 
again later on. 

The CuarrMan: All right, we will refer back to it later. 

Mr. Stewart: Would it not be possible to change the procedure outlined 
in subclause 4, and instead of having the notice sent by mail have it made 
personally? 

Mr. Lesace: When you ie service of notice to receipt you open he 
door wide to possibilities for discussions of all kinds. All he has to say is that 
he didn’t receve such a notice. } 

The Cuarrman: I have just checked that with Mr. MacDonald and in 
his opinion the notice required to be given by the trustee to the preferred 
claimant under subclause 4 would be a personal notice. Now, the man gets 


personal notice, surely fifteen days is ample time for him; and, of course, if he is - 


away on a hunting trip or, out of town, he cannot be served. 

Mr. Ricuarp (Gloucester): What happets if you cannot effect personal 
service? 

The Cuarrman: You would have to go to the court for an order for sub- 
stitutional service. 


Mr. RicHarp (eisnedeene If it means personal service, then the claimant 
is protected. | 

The CHAIRMAN: Subclause 4 requires personal service, or a court order for 
substitutional service, and surely the court would give proper protection when 
making an order for substitutional service and, if the man is personally served, 
fifteen days 1s ample time. 

The Witness: Specific directions could also be contained in the rules as to 
the mode of service. 

The CHAIRMAN: We will mark clause 50 carried, subject to reference back 
if anyone wishes. 

Clause 51? 


By Mr. Macdonnell: 
Q. I would like to ask a question here. Is it meant that ample notice has 


to ‘be given to the manufacturer before the powers under clause 51(1) are | 


. oe 
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exercised?—A. The burden seems to be placed upon the manufacturer or vendor, 
Mr. Macdonnell, to find out and make objection himself. I do not read into the 
clause that it is placing an obligation on the trustee to notify the manufacturer 
beforehand. 

Q. I would not think that there is any obligation at all, but is it reasonable 
to assume that the manufacturer will know of this?—A. The only reply I can 
make at the moment is that the point has never been raised as creating any hard- 
ship. When I say that from time to time, I want to make it clear that I am not 
putting it forward as a general answer to all of these matters, because sometimes 
it is no answer. It is never too late to criticize a clause, but it is a fact, as I have 
sald, that the point has never been raised as creating any hardship. 

Q. That is not such a bad answer; we do not want to change things that 
work. 

The CuHaimMAn: Shall the clause carry? 


Carried. 


It has been agreed that clauses 52 and 53 should stand, and I will now call 
clause 54, dealing with partnership property. 


By Mr. Macdonnell: 


Q. I do not understand the significance of subclause 1?—-A. Are you refer- 
ring to the case of the limited partnership? 
Q. Is this an answer to some legal cause of danger that is apprenhended?— 
A. It is an answer to some danger that might be apprehended when considering 
the difference between the limited and ordinary partnership. In the case of the 
_ limited partnership the rights and obligations of one or more of the partners may 
be subject to special conditions. If all of the general partners of the partner- 
ship become bankrupt the property of the limited partnership is available to the 
creditors, whereas, if it were another kind of partnership, my impression is that 
to realize the partnership assets you would have to proceed against all the 
partners. Perhaps I have put that in a rather roundabout way. If you are 
dealing with a limited partnership you get the partnership assets into the hands 
of the trustee by proceeding against all general partners—not all partners, as in 
the case of the ordinary partnership. 


By Mr. Lesage: 

Q. What is a limited partnership?—A. A limited partnership is a partner- 
ship in which the relations of one or more of the partners to the others are gov- 
erned by special arrangement—for example that he is only a contributory for 
a certain amount, or that he is only a beneficiary to a certain amount. Suppose 
that A and B want to form a partnership in a trading venture; they go to C tell- 
ing him that they have not quite enough money and ask whether he will go in 
with them. C may say that he has his own business to take care of and that 
he cannot go into the partnership as a full time venture but that he is interested 
and will contribute so much money. He may further specify that his lability 
is limited in the same way. He says that he will take a lower proportion of the 
partnership earnings than the other two partners, as a result. 

Q. Are not the partners of a limited partnership responsible severally and 
completely towards all third parties?—A. Not necessarily. For instance, if I do 
business with a partnership consisting of A, B and C, and if I know that the basis 
on which they hold themselves out as doing business is that A and B are in the 
business completely but their agreement with C is that he is only liable to the 
extent of his contribution, and, if that is the basis upon which I do business with 
them, and if that understanding is part of my contract, then I have no recourse 
beyond that understanding. I am not prepared to tell you at the moment how 
constructive notice of that situation may be brought home to a creditor. 
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By Mr. Richard (Gloucester) : 


Q. Partnerships must be registered and the registration would show that 
C has a limited hability?—-A. That is one of the circumstances, Mr. Richard, 
but there are others. | 

Q. In our province if such a limitation were not shown in the register the 
partners would be deemed to be general partners——A. Certainly no private 
reservations between partners can affect people with whom the partnership does 
business. ; 

Q. In my provinee the details of the partnership must be gazetted so that. 
everyone would be given notice that C had only limited. liability. 


Mr. Lesace: That is true, but towards third parties the responsibility is 
always joint. 


Mr. Beuzite: In the province of Quebec we have some kinds of partnership 
which we call commandit. In the commandit the commandateur puts up the 
money—for instance $10,000—and the other partner gives his full time to the 
partnership. After a while it sometimes happens that the administrator is the 
only man who works the business. ; 


Mr. Fieminea: That is precisely the same as the limited partnership arran- 
gement not only in Ontario but I think in all other common law provinces. If a 
partner wishes to limit his liability he must register. 


The CHAIRMAN: Gentlemen, I hear the division bells ringing. We shall 
adjourn until 3.30 p.m. 


AFTERNOON SESSION 


—The Committee resumed at 4 p.m. 


The Cuarrman: We have a quorum. We were on clause 54. Have you 
any comments to make on the clause “Application to limited partnership”? Shall 
the clause earry?—-A. No, Mr. Chairman. 

Carried. ; 

Shall clause 55 “Sales in Quebec” carry? 

Mr. BruzitE: No change. 

The CHarRMAN: Carried. Shall clause 56 carry? 

Mr. Beuzite: No change. 

The CHAIRMAN: Carried. Shall clause 57 carry? 

Carried. 

Shall clause 58 carry? 

Mr. Lesace: No change. 

The CHAIRMAN: Carried. Shall clause 59 carry? 

Mr. Lesage: No change and no representations. 


The CuarrMAn: Carried. Shall clause 60 carry? 


By Mr. Belzile: 


Q. What is this settlement? Is it a marriage contract?—A. A settlement 
may be a marriage contract. Clause 61 refers specifically to marriage contracts. 
_ Marriage settlement is referred to in clause 60, subclause (3). 
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By Mr. Lesage: 
Q. Yes, “before and in consideration of marriage;” that would be a marriage 


= 


contract. 
A. In paragraph (a). 
Q. Yes. 
The CuHarrmMan: Does clause 60 carry? 
Carried. 


Does clause 61 carry? 
Carried. 


Does clause 62 carry? 
Carried. 


Does clause 63 carry?—What does that mean, Mr. MacDonald? 
The Witness: Clause 63: 


63 (1) Where a person engaged in any trade or business makes an 
assignment of his existing or future book debts or any class or part 
thereof and subsequently becomes bankrupt, the assignment of book 
debts 1s void against the trustee as regards any book debts that have 
not been paid at the date of the bankruptcy. 


Where it is a general assignment of book debts, the assignee has the 
advantage of any debts that he collects before the man becomes bankrupt. But 
thereupon his assignment ceases to be effective as to the others. 

The CHairMAN: Have you had representations from any of the banks in 
regard to that clause? 


By Mr. Lesage: 


@. Yes, the Canadian Bankers Association—A. We had representations 
from the Canadian Bankers Association upon that clause, relating chiefly to 
Newfoundland. They later withdrew their representations. Perhaps I should 
not say “withdrew,” but they did not press them. They ended up by pressing two 
representations in particular, and not pressing the others. 

Mr. BrerrHavurt: What clause is that now? 


The CHAIRMAN: Clause 63. I was always under the impression that bankers 
made quite substantial loans against bills receivable and drafts and what not. 
Yes, subclause (3) answers the point I have raised. Shall clause 63 carry? 

Mr. Macponneuu: Just one minute, please. Did the Bankers Association 
question about this only with respect to Newfoundland? Did they not think it 
would have an effect on clause 98? 

The CuHarrMaNn: No. I raised that point. Subclause (3) protects the banks. 


By Mr. Ashbourne: 


Q. What about anyone who had an assignment of book debts in Newfound- 
land? Under the statute there is no provision made for the registration of that 
assignment.—A. I understand that the Bankers Association has very recently 
made representations to the government of Newfoundland to the effect that 
such a statute should be passed there; and this bill as presently framed is 
subject to proclamation, that is, it is not to come into force upon assent, but to 
give a reasonable time for the necessary adjustments to take place. So therefore 
there is a possibility that the situation will be met before the new Act comes 
into force. 


The CHAIRMAN: Does clause 63 carry? 
Carried. 


Does clause 64 carry? 
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By Mr. Macdonnell: 


@. Could we have a short statement from Mr. MacDonald as to the Sothte 
involved in clauses 64 and 65? I gathered from the suggestion that the old clause 
should be restored—A. The old section has been restored in the bill before you. 

@. Oh!—A. Do you wish me to outline it? 


By Mr. Lesage: 


Q. What is the conflict of Jurisprudence?—A. The conflict of jurisprudence 
turns on the question of intent. It is perhaps an over-simplification to say simply 
that there is a conflict of jurisprudence, upon whether the intent required is 
concurrent or unilateral. I do not think it can be disposed of so simply. It is 
rather a question of the court in each individual case, looking at all the 


circumstances and saying whether or not they come within the intention — 


of the section. It is true that some of the cases have been difficult to reconcile one 
with the other. But after representations were made by the Bankers Association 
and considered, it was felt that there was something in the apprehension which 
they raised, that the new draft clauses went too far. So the old sections were 
reverted to. The situation they were afraid that the new clauses created was 
briefly this: A person whose financial situation was becoming difficult might go 
to his bank and disclose his situation and ask for a loan in an endeavour to pull 
himself through, and give security for it. That would be a transaction that you 
would want to leave unaffected and would want to encourage because it might 
stave off bankruptcy, yet it might unintentionally be caught by the new draft 
clause as contained in the bill before the original provisions of the Act were 
reverted to. For that reason the old clauses were reverted to in the present bill. 


By Mr. Lesage: 
Q. The draft clauses were creating a presumption, I suppose?—A. No. ~The 
new clause—I will read you clause 64 (1): 

Every transaction, whether or not entered into voluntarily or under 
pressure, by an insolvent person who becomes bankrupt within six months 
thereafter and resulting in any person or any creditor or any person in 
trust for such creditor or any. surety or guarantor for the debt due to 
such ereditor obtaining a preference, advantage or benefit over the 
creditors or any of them, is void as against the trustee. 


The representations made on behalf of the Canadian Bankers Association 
were to the effect that the provisions I have read went farther than they should 
and farther than it had been intended to go and touched upon the kind of 
transaction which I have mentioned a moment ago. So that the effect would 
be that the credit would be adversely affected—credit from the banks par- 


ticularly—at a time when it was most important to the businessman, to the 


debtor, to be able to get it. 


By Mr. Belztle: 

Q. As to those particular clauses 64 and 65, who has the onus of proof in 
any action filed before the court?—A. I am not entirely sure that I grasp your 
question, Mr. Belzile. 

Q. Well, as to clause 65 suppose I enter into some kind of transaction. 
I buy a piece of property and I pay $1,000 for it. Then somebody comes along 
and says: “This property is worth $5 000, ” so, Mr. Belzile, you put back this 
piece of property into the bankrupt’s ‘assets, and here is your $1,000. Then I 
say: Well, I entered into this contract in ood faith and I paid good money 
for it. The property is not worth a cent more than what I paid for it, and I 
want my contract upheld. 

The CHatrman: There is a provision in clause 64 which might change 
the onus of proof: and in clause 65 I cannot find any statutory provision 
changing the normal onus of proof. 
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_. Mr. Bevzitn: When you come to the matter of good faith or bad faith, it 
is very difficult to prove negative facts, to prove that I was unaware of the 


_ insolvency of the bankrupt at this moment, or to prove that I ignored any 


actual act of bankruptcy, or to prove that I had no reason to believe him to be 
a bankrupt or an insolvent. It is far easier to prove positive facts. 


By Mr. Lesage: 

Q. If you look at the presumption in the second paragraph of clause 64 
you will see that in order for presumption to be created, you have to prove 
first that you have given a preference to a creditor. There would not be any 
presumption, prima facie, that the land you are speaking of was worth more 
than $1,000. It is only after evidence is given and accepted that the land which 
you bought was worth more than $1,000 that the prima facie presumption would 
be created; only afterwards. 

Mr. Beuzite: In the province of Quebec we have a presumption in any 
kind of transaction made gratuitously, but not in a transaction which is made 
against valuable consideration. In that case the person who wants to set aside 
a transaction has first got to prove it. ; 


By Mr. Lesage: 

Q. It is the same here, the onus of proof—A. Except in the case where 
it is changed under subclause (2). 

Q. Then it is only a presumption of the intent, not of the facts. The facts 
have to be proven. 

Mr. Macponnetut: What is prima facie presumption, half and half of 
what you have done? 

Mr. Lesace: Oh, yes, it can be set aside by counter evidence. 

Mr. Isnor: In clause 64 (1) the Canadian Bar Association recommended 
a change from three to six months, and that recommendation was adopted. — 

The CHAIRMAN: Yes, but the Senate put it back again. 


By Mr. Isnor: 

Q. What would be the advantage or disadvantage of that, Mr. MacDonald? 
—A. Well it would be an advantage to the person who is attacking the con- 
veyance in that. it would give him six months instead of three months. Let me 
put it this way: a transaction might be concealed for three months preceding 
bankruptey but it would be more difficult to conceal it for six months, and that 
would mean that transactions going back six months before bankruptey could 
be attacked. 3 

Q. That is what I thought, but the Senate replaced the six with three, 
shortening the time—A. Yes, that is what happened, the six months period was 
contained in the new clause 64 and when the Senate took the view that it should 
revert to the present form of 64 my recollection is that the point was then raised 
as to the three months—six months period and it was nevertheless changed back 
to the old clause just as it stood with three months and not six months in it. 


The CHarRMAN: Shall clause 64 carry? 
Carried. 


Mr. Macponne.u: As I understand, what happened was there was a sugges- 
tion that clause 64 and clause 65 be restored without any change and first of all 
that was not adopted because while it was felt there was jurisprudence it was of 
a very conflicting nature. Do I understand that the attempt had been made 
to draft clauses which would overcome this conflicting jurisprudence but that it 
was given up, and while that was at first not adopted, finally was adopted, it 
was not thought worthwhile to try to sort out these conflicting lines of thought? 
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_.. The Wirvness: With the time then at the disposal of the draftsman, yes, that 
1S SO. 

Mr. Macponne.u: That strikes me as being it. I thought we were making 
a bill to end all bills. 


Mr. Lesace: You will always have, not contradicting judgments, but vary- 
ing judgments, because that is a question which varies in each case, the question 
of intent. As Mr. MacDonald put it very well a few minutes ago, you will 
always have varying judgments on the question of intent. 

Mr. Macponneuu: Yes, but I understand this has really been given up 
because of the time of the draftsman. That would be rather a pity, if it is the 
reason, because surely if the thing is worth doing— 


The Wirness: Mr. Macdonnell, that was not entirely the reason or was not 
the only reason. I probably spoke a little too hastily there. It was also felt 
that this branch of the law was, as far as the jurisprudence is concerned, still in 
a state of evolution and that it would be proper to leave it for further decisions 
of the courts which would probably point the way more surely to the ultimate 
decision to be arrived at. Many of these conflicting decisions were decisions at 
a not high level. Not many of them have gone to courts of appeal for authorita- 
tive decisions. 

The CHAIRMAN: Shall clause 65 carry? «. 

Carried. 

Clause 66? 

Carried. 

‘Clause 67? 

‘Carried. 

Clause 68? 

Carried. 

Clause 69? | 

Mr. Macpnonneuu: Might I ask ‘a question under clause 67? 

The CHAIRMAN: Yes. 


By Mr. Macdonnell: 


(1) All transactions by a bankrupt with any person dealing with him bona © 
fide and for value in respect of property acquired by the bankrupt after the 
bankruptcy, if completed before any intervention by the trustee, are valid against 
the trustee, and any estate or interest in such property that by virtue of this Act 
is vested in the trustee shall determine and pass in such manner and to such 
extent as may be required for giving effect to any such transaction. 

Now you might have transactions of that kind where the bankrupt himself 
had been dealing in anything but good faith. I take it that it is only the person 
who is dealing with the bankrupt who has to be in good faith. Is that right?— 
A. That is right. 

Q. I suppose if the bankrupt deals in bad faith it is too bad, nothing can be 
done ‘about it—A. I think the purpose of the distinction is to put the prejudice 
upon the estate if the trustee has not been astute to get in that particular piece 
of property. In a case like this somebody has to suffer and it is a question 
between the trustee and this innocent person who gave value for the property. 

_ Q. And there is no kind of constructive notice to anyone, there is no regis- 
tration he can be Booee by?—A. Only what is contained in the words “bona | 
fide.” 


The CHAIRMAN: So that if the debtor concealed a valuable piece of property 
and sold it for half of what it was worth the purchaser takes title? 
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Mr. Macponnetu: That might go to the bona fides. 


The Wirness: And it might also go to the question of value. 
The CuarrMan: Bona fide and for value. ; 

Clause 68? ¥ 

Carried. 

Clause 69? . 

Carried. 


Mr. Isnor: Mr. Chairman, clause 68, subclause (2) dealing with the claims 
amounting to $25 or more: that was a recommendation, was it not, by the 
Toronto Board of Trade, if I remember correctly? 


The CuarrMan: You are referring to clause 69? 


Mr. Isnor: Clause 68, subclause (2). I was Just wondering whether that 
was a fair clause or not. I think a small creditor, even smaller than $25, is 
entitled to the same consideration. 

The Witness: He gets the same consideration. 

The trustee shall include with such notice a list of the creditors with 
claims amounting to twenty-five dollars or more— 
but even the creditors who are not on the list get the notice. 

Mr. Beuzite: The reason is that the creditor who has a claim not amounting 
to $25 has not the right to vote at the meeting of creditors. 

The Wirness: And because the enumeration of the small claims is not 


considered necessary to inform creditors who receive the notice as to the essential 
faets of the case. 


The Charman: 
Clause 68? & 
Carried. 
Clause 69? 
Carried. 
Clause 70? 
Carried. 
Mr. MacponneE tu: It is a very small point but I notice, 

After the first meeting notice of any meeting or. e any proceeding 
need not be given to any creditors other than those who have proved 
their claims. 

It seems to me that a creditor might not rush in to prove his claims. 


The Witness: Mr. Chairman, may I just add in reply to Mr. Isnor’s last 
question. I want to refer him to clause 81 on page 55. It has reference to the 


question which he just asked. A creditor with a claim of $25 does not have 


a vote. 

The Cuamman: Mr. Macdonnell, were you satisfied with the answer given 
to you with regard to the failure to give notice to those who did not peor 
their claims? 

Mr. MacponneE.tu: Yes. 

The CHarRMAN: Shall clause 71 carry? 

Carried. © 

Clause 72? 

Carried. 

Clause 73? 

Carried. 
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Clause 74? 
Carried. 


Clause 75? 
Carried. 


Clause 76? 
Carried. 
Clause 77? 
Carried. 


Clause 78? 
Carried. 


Clause 79? 
Carried. 


Mr. Macponneitu: Could we have a word on clause 77 from Mr. 
MacDonald? | | 

The CHAIRMAN: Yes. 

The Wirness: The purpose of that, Mr. Macdonnell, is to say that for 
purposes of voting the creditor must take into consideration the people who are 
liable on the security prior to the bankrupt, and the reason I would suggest 
is that since there will be subrogation in favour of the bankrupt or his estate 
against those persons priorily responsible, the amount to be considered for 
voting purposes is only the difference. If I have not put that very well perhaps I 
can illustrate it a little better. Mr. Smith is a creditor and he has a note against 
the estate but there is a person responsible on that note before the estate and 
suppose the note is for $200 and the responsibility of the first party is for $150. 
Now eventually if the estate pays that note it is going to have a claim back 
on the other party to the extent of the $150, so $50, as far as voting rights are 
concerned, should be the measure of that creditor’ s claim. 

Mr. Lesace: Suppose the said note is endorsed and the first responsibility 
is that of the bankrupt and that it is endorsed by two responsible people then 
what happens? 

The Witness: The clause has no application; the man claims, proves and 
votes for the full amount. 

Mr. Lesace: For the full amount? 

The Wirness: For the full amount. It is only when there is somebody with 
liability prior to that of the bankrupt, that the clause comes into play. I wonder- 
if I have satisfactorily explained that? 

Mr. Macponne.u: Then the clause has no application to his claim at all? 

The Wirness: No. I think it is to take care of a situation like this, in 
addition to what I said: Suppose a creditor comes in and he has this note on 
which the bankrupt was the second party in order of responsibility, and it 
is for $200, but the first party is liable to the extent of $100 which the bankrupt 
estate would eventually recover if it has to pay off the full note. Now, obviously, 
the net claim of the creditor against that estate is the difference of $100; and 
it is on that $100 that his voting right should be based. That is what the 
clause brings about. 

Mr. Macponnetu: I take it then that the bankrupt does not necessarily 
have to deduct the full amount as to liability but he estimates the value of that 
document; is that right? 

The Witness: Yes. He may say that although the person who is responsible 
on this $200 note in priority to the bankrupt is responsible for $100 he i is only 
good for $50 and he will value the obligation accordingly. 
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isi Mr. Macponnewv: But that really does not hurt him though. He actually 
doesn’t meet the value of his claim. It only hurts himself. There is no hurt 
coming to him here. Do I make my point? 


The Wirness: Yes, you do, Mr. Macdonnell. Well, if he put a value on it, 
if it was disputed or if it was disagreed with, it could be opposed by the trustee; 
and this also, is only for voting purposes. It is not for claiming dividends. 


The CHAIRMAN: Any further questions on clause 77? 
Carried. 


We are now on clause 80: 
Carried. 


Clause 81: 
Carried. 


Clause 82, Inspectors. 

Mr. Macponnetut: Has any question ever arisen as to a creditor vote 
being in exact proportion to the amount of his claim; I mean, here we are 
dealing with claims over $25 and not exceeding $200; say his claim is for 

- $26 in the one case or $199 in the other, would they both have the same voting 
strength? 

Mr. Bruzite: Yes, one vote. 

Mr. Macnonne.u: No question has been raised on that. 

The CHarrMAn: Imagine the community of interest. 

Shall clause 82 carry? 

Carried. 

Clause 83—“Claims provable.”’ Has any question arisen in regard to 

contingent claims? 3 | 

The Wirness: You will find that dealt with, Mr. Chairman, in the 
explanatory note on the opposite page. | 

Mr. Ricuarp (Gloucester): What about subclause 4? 

The Witness: Subclause 4, Mr. Richard, is for the purpose of covering the 
case of a proposal. That is, in the case of a proposal the claims provable are 
determined as of the date of the filing of the proposal, but you apply the same 
rules about contingent or future claims as clause 83 sets out in the case of a 
bankruptcy. 

The CHarrMAN: Any further questions on clause 83? 

Carried. 


Clause 84? 
Carried. 


Clause 85? 
Carried. 


Clause 86. 
Mr. Fuuron: Mr. Chairman, may I ask a question in regard to clause 85? 


The CHAIRMAN: Yes. 
| Mr. Futron: Is there any change in the forms called for by this section, 

proof of claims, in the Act? Clause 85 (2) refers to proof of claim in the 
prescribed form. Now, I am wondering about this; as a result of amending the 
Act do you consider it necessary to change the various forms which have been 
used previously? 

The Wrrness: It may be necessary to make some changes. I do not think 
there will be any difference in principle; it would be just to make them more 
convenient for use under the new Act. 
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The Cuatrman: Mr. MacDonald, is any protection given to the trustee 
under the Act to a secured ereditor realizing upon his security and realizing 
substantially less than its actual value? ‘ 4 

The Wrrness: No, except that he then can claim for the balance. ! 

The CuHarrMAN: Self interest is, I suppose, to be considered sufficient control — 
on that, is it? . 

The Witness: I misunderstood you, Mr. Chairman. ‘The ‘trustee can 
ask him to assess the value of his security and if the trustee is dissatisfied about 
the value that the secured creditor places on his security then the trustee can 
require him to sell that security. 

The CuHatrMAN: Would you mind referring me to that clause? 

The Witness: Clause 88. | 

The CuHarrman: Yes, I know that. Would you mind referring me to the 
clause which gives the trustee the power to insist upon a secured creditor valuing 
his security before he realizes it? 3 

The Wirness: No, there is no such section, Mr. Chairman; that is, if a — 
secured creditor goes right off the bat to the realization of his security, that is 
something he can do. 

The CuarrMAn: Would there be some power given to the trustee to intervene 
to prevent a secured creditor from sacrificing his security at prices which were 
just what he could get for it? r 

The Wirness: Under clause 88, subclause 1, the trustee may require him 


to offer it for sale upon such terms and conditions as are agreed to between them ~ 


or in default such as are directed by the court. Now that, perhaps, answers 
your objection in part at least. 

The CuarrMANn: As I read clause 88 it gives you three different sets of 
‘circumstances: one, where the creditor has valued his security and the trustee 
is dissatisfied as to the value; another is where the creditor has not realized on 
his security; and another one is where he has surrendered his security.. Well now 
I am putting up to you a case where a creditor rushes ahead and squanders his 
security, sells it away below value; surely there must be some check upon that. 

Mr. Beuzite: Clause 40, subclause 2, provides for a secured creditor to 
realize his security, and, after he has realized his security, if there is any amount 
owing to him he can prove it and file his claim for the difference. 

The Wirness: Mr. Chairman, I suppose the situation you have put your 
finger on is no different, in the case of a bankrupt, than it is in the case of a 
security that is realized without bankruptcy. You have the same danger and 
you have the same remedy against a secured creditor who did not take ordinary, 
reasonable steps to make the best out of his security. If Smith has given Jones 
a chattel as security for a debt, and Smith defaults, and Jones sells the security 
without any question of bankruptcy coming into it, you have the same possible 
difficulty. 

Mr. MacponneE.u: Yes, only worse. 

The CHarmman: Shall the clause carry? 

Carried. 

Clause 87? 

Carried. 

Clause 88? 

Mr. Macponne.u: I suppose there is no other remedy—‘Where the trustee 
is dissatisfied with the value at which a security is assessed, or where a secured 
creditor who has neither realized nor surrendered his security fails to assess—” 
then you have got to sell it. It might be a very bad time indeed to sell. I must 
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say that offhand I cannot think of any other way of dealing with the problem? 
The Witness: The only other way would be to pay we debt and get the 
security back. 


Mr. MacponneELL: Or you could have someone else atic it? 


The Witness: Oh, when I said that I meant the only way under the present 
provision would be to pay the debt— 


~ Mr. Macponneuu: Oh yes. 
The CuatrMaAn: The only way is for the trustee to be a gambler and to pay 


the value and have the estate take the security over; but where does the trustee 
get power to do that? 


The Wirness: He has the same right, as far as the equity of redemption 
is concerned, as the debtor has. This problem should probably be looked at 
also from the other standpoint—from ‘the standpoint of the person who is 
prevailed upon to make an advance upon security of goods or chattels. To the 
extent that he is hedged around or restricted in the steps that he can take to 
make good his security to that extent, I suppose, that it is making it more 
difficult to obtain that kind of a loan. 


Mr. MaAcponnetu: Is it just an academic point? Is it a thing upon which 
you have seen difficulties arise, or does it work smoothly? It does seem to me 
that there is a loophole but if no one has tried to take advantage of it perhaps 
we should not spend time on it? 


The Witness: I do not recall any specific case where a aninnteee has been 
made upon that point, but, on the other hand, I would be surprised if there was 
not frequently considerable erumbling on the part of other persons about the way 
secured creditors had realized their security. It is a very contentious point. 
The person who pledges or claims ‘an interest in a chattel very often thinks the 
man who sold it did not sell it to good advantage. 


Mr. Macponnetu: Then it is a practical difficulty. 
The CuarrMAN: Shall the clause carry? 
Carried. 


Clause 89? 

Carried. 

Clause 90? 

Carried. 

Clause 91? 

Carried. 

Clause 92? . 
Mr. Futron: How can a secured creditor fail to comply with clause 88, 


for instance? The trustee has power to order a sale and if there is no 
agreement then there is a direction from the court? 


The Witness: Clause 92 is just an additional sanction. 

The CuHarrMAN: Shall the clause carry? 

Carried. 

Clause 93? 

Carried. 

As Mr. Fleming is not here we had better let clause 94 stand. 

Clause 95? 

Mr. Srewart: There is a matter here on which I would like to have the 
opinion of the superintendent. There is a growing trend in industry for workers 
to ask for pension funds to be set up. The best way of doing that of course 
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is to have the pensions in the form of a federal annuity, or some other sort 
of annuity, or a trust fund. Where there is neither a trust fund nor annuity 
scheme it is possible that the company may re-invest the pension fund in the 
business itself and, if the company goes bankrupt, I do not see any protection 
here for the workers who have been contributors to the fund. Is there anything 
which can be done to prevent such a contingency? 

The Witness: Mr. Stewart was good enough to mention the matter to me 
this morning and I told him I would consider it. We have reached this clause 
a little more quickly than I expected and I have not been able to give it much 
thought. It is a question of whether such a provision should go into clause 94. 
It is a question for real thought. 

The CHAIRMAN: It may be that the funds should be considered as trust 
funds? 

Mr. BreirHavet: I think it is a good Bret 

The CHatrMAN: As the superintendent has not had time to think this over 
could we leave the clause stand? 

Mr. Beuzite: Could we not revert to section 39 and include a provision to 
cover this? 

The Wirness: The difficulty in Mr. Stewart’s example is that it may not 
come within these provisions. It may not be held in trust. That is the way 
I understand the problem Mr. Stewart puts forward. 

Mr. Beuzite: The trust here does not necessarily mean a trust deed to 
property held by the bankrupt in trust for any other person, It does not mean 
there should be a special trust deed. 

Mr. MacpoNNELL: Could you in any way establish the trust if the moneys 
were hopelessly mingled with company funds? I wonder what Mr. Stewart 
would say to that? 

Mr. Stewart: That is why I raised the point. 

The CuarrmMan: The relation between the employer and the employees is so 
close that if the employees are persuaded to consent to the loan of their funds, 
or part of their funds, to their employer, then surely it would be our duty to 
protect them against their own action. 

Mr. MacponneE.u: If by any possibility that can be done? 

The CuairmMan: I would certainly think it would be within the jurisdiction 
of this parliament to say that any such amount loaned by their officials from 
their pension fund or funds of that nature to the employer shall be considered 
trust funds for the purpose of bankruptcy. 

- Mr, Macponne.u: I suppose that in a good many instances they would 
become, to all intents and purposes, partners in the business. Morally there 
should be some protection. 

The CuHarrMan: I would think that in the absence of evidence it should not 
apply, but I would say that there would be ample evidence to indicate the nature, 
the date and the amount of the loans made from the funds. 

Mr. BrerrHaupt: They would be preferred creditors. 

The CuHarrMAN: I would think they should be trust creditors. 

Mr. Breiruaurt: Under the present setup they would be preferred creditors 
but that is not good enough. 

Mr. Lesage: Do you refer to any kind of a loan? 

The CuHairMan: I helped set up one of these plans not over a year ago. If 
the employees contribute into a fund jointly with their employer for the purpose 
of setting up a pension fund, then it is perfectly good business for those employees 
to loan those funds to their employer to help him carry on his business affairs. 
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Mr. Lesacr: A loan made from the special funds? 

- The CuHarrman: From the special funds to the employer. I think the 
relationship between the folk making the loan and the men borrowing the money 
is so close that it is our duty to protect them from themselves. 

Mr. Stewart: There are cases in small corporations’where there is a very good 
spirit between the employees and the employer and where a fund such as this 
has been set up the employees know that they may have to help out in case of 
financial emergency ,and money may be advanced from the pension fund in the 
hope that it will carry the business through but then the business may go 
bankrupt. is 
4 Mr. Beuzite: There are no such pension fund loans being made in practice 
_ now are there? 


Mr. Srewart: It is something new in industry. 
L Mr. Beuzite: It has been done in the United States in the last two or three 
months I understand? | 
Mr. Srewarr: Yes, and the pattern there is going to be followed here. 
Mr. BeuziE: But it has not been followed here? 
Mr. Stewart: Not yet. 
The CuairMan: Not to any great extent but it is being followed. 
Mr. Bruzite: But we have contributory pension plans now? 


The CHArrMAN: Yes, and the employees and the employers both contribute 
to the fund. The employer may then turn around and borrow fund moneys to 
carry on his business. 

Mr. Gour: What happens then?. Is the fund considered finished? 

d Mr. Lesage: If the employees consent to the loan they are taking their own 
risk, . 

Mr. Breirnaupt: Yes, but they are acting on the assumption that the 

employer is sound and that their money is safe. 


Mr. LesacE: When you lose money it is always because you have acted on — 
that assumption. 


Mr. BrerrHaupt: We should protect the workmen against that contingency? 

Mr. Fuuton: Are there not two types of cases, one where money is loaned 
from the fund to the company—in which case I take it the fund would be in the 
position of a secured or unsecured creditor depending upon the nature of the 
loan; and the other case is where no separate fund is ever set up and the pension 
funds were mixed with the ordinary company funds—in which case it would 
surely be proper to say that money was in the nature of trust funds. In the 
latter case Mr. Stewart’s point would apply. It seems to me to be very difficult 
to make it part of the law that ,if a loan is made from the pension fund of the 
company, the pension fund should be in any different position from any other 
creditor. 

The CHarrMAN: You would be inclined then to put one type ahead of the 
other, that is where the pension fund was not carried on in a businesslike 
manner, and no official loan was made, no pension fund actually set up, you 
would say in that instance it is trust funds. 

Mr. Futron: That seems to-me to be the position, just like anybody else 
who is handling trust funds and who perhaps is unbusinesslike. 

The CuHatrrMan: And you would say that employees by officially authorizing 
a loan, that they lose their position. That may be sound. 


Mr. Fraser: Under the Income Tax Act, does it not have to be entirely 


separate? I do not think they can set it up and leave it in company funds. 
I think they must be entirely separate. All these companies which set up funds 
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of that kind have committees of their workers which handle the whole thing, i 
They bank the money and look after the whole thing and I do not think you ~ 
would find one company in Canada which is handling the fund in with their — 
other funds. 

Mr. Isnor: Dealing with clause 95 (dy. the Commercial Travellers’ 
Association are concerned about the wording “wages, salaries, commissions or 
compensation.”’ They would like to have the superintendent outline the definition _ 
in so far as that particular word ‘‘compensation” is concerned. They ask 
whether this would include out-of-pocket expenses such as installing of equip- _ 
ment which was sold within a period of two or threé months, in cases where 
it took a commercial traveller considerable time to set up such equipment. 
They are anxious to have an interpretation of that word in order to -know 
whether these out-of-pocket expenses I have mentioned—A. Mr. Isnor, giving 
you a very off-hand answer—it must be that if I speak at the moment, an 
expression of opinion—with regard to wages, salaries, commissions or com- 
pensation, I should be inclined to think that there was there what might be 
called a genus, and that compensation would take the colour of wages, salaries 
or commissions, and would not include out-of-pocket expenses. But I would 
be glad to go into that for you further. 

; @. May I enlarge on that thought while you are considering it. A com- 
mercial traveller may sell shelving and he will deliver the shelving and his 
contract may call for it to be set up. Therefore, he will incur out-of-pocket 
expenses for board and room and so on. I should think that should be part 
of his regular wages or salaries and commission. Would you mind giving it 
consideration?—A. Yes, I shall be glad to. : : | 

Q. I think they have a point there, Mr. Chairman.—A. Now, the other 
side of that situation, Mr. Isnor, if I might just suggest it, would be: this is 
a@ special provision for the persons mentioned in paragraph (d), and while 
you are considering any particular group, I know it is very easy to find reason to 
make exceptions in their favour; but if you look at the whole picture, I have 
little doubt that you. would also find many other classes of persons for whom 
an equally meritorious case could be put. I wish to go over carefully what 
you have said and the suggestion you have made; but there is that other side 
to the question, of how far special treatment should be extended and to what 
classes it should go, and what it should take in. 

Q. I recognize that, but it refers particularly to certain classes in the 
classification of clerks, servants, travelling salesmen, labourers, and so on. 
I just took the one, commercial traveller, because I know of cases of that — 
type. The same thing might apply to one or two other classes, and if so I believe 
your interpretation should be broad enough to include all the classes and not 
to make a special case of commercial travellers, although I think it applies to that 
class to a greater extent than to the others. 

The CHAIRMAN: Will you take the chair please, Mr. Lesage. 

The Vice Chairman took the chair. 

The Vick CHAIRMAN: Even a clerk may have ines elie expenses for which 
he is indebted to his employer. 


By Mr. Stewart: 

Q. Why should paragraph (c) come before paragraph (d)? Surely the 
requirements of a worker are greater than the requirements of the superin- 
tendent. In other words, the worker will be more badly hurt by bankruptcy 
in not getting his wages than the superintendent would be in not getting his - 
quota—A. The administration of the superintendent’s office applies to the 
advantage of the people referred to in paragraph (d) as to all others. The 
levy is one-half of one per cent. I doubt whether it takes an appreciable sum 
from any of the people who come under (d). We collect through the levy 
about $5,000 all over Canada. 
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Q. It is not a very substantial amount, apparently. 


The Vice CuHatRMAN: As to the question which was raised by Mr. Isnor, 
apropos travelling expenses, would you give it a thought, because I believe there 
is something there. 


Mr. Gour: Something should be done about it. 


The Vick CuarrMan: And we will take it up tomorrow. I believe if there 
was a way of doing something about it, it would only be fair. 

The Wirnsss: I shall give it careful consideration. I do not want to stress 
the other view, but let us suppose that somebody comes in on the eve of bank- 
-ruptey, or suppose a debtor goes to somebody—and I am just taking one instance 
of what might happen—and Says: “Look, I am almost on the rocks; I do not. 
know if I shall be able to pull through or not. If you will lend me money, you 
will be taking a chance, and I want you to know that. But will you give me a 
chance to pull through?” Suppose the man who was applied to digs up a couple 
of thousand dollars and puts them into the business. He has got no security 
for it. Then later on the business man becomes bankrupt. Let us suppose that 
the man who loaned the money is retired and that $2,000 loan came out of what 
he had invested and upon which he was living. Now, you have got a very hard 
case there. Are you willing to say that that man is less entitled in the matter 
of priority than the people mentioned under (d)?. My point is that once you 
start to appraise comparatively, you are in a difficult field. 

The Vick CHAIRMAN: Suppose you limit it to $500. 


Mr. Futon: Subclause (e); I do not quite understand the effect of that 
change. 


The Vick Cuamman: I understand that subclause (e) will stand, and that 
Mr. MacDonald will give it some thought. 
The Wrirnegss: Yes. 


Mr. Fuuton: I do not quite understand the effect of the change in the clause, 
where it says: 


(e) municipal taxes assessed or levied against the bankrupt within 
two years next preceding his bankruptcy and which do not constitute a 
preferential lien or charge against the real property of the bankrupt— 


Mr. Beuzite: Licences to carry on business for example as a lawyer, in my 
town. 
Mr. Fuuron: Such things as trade licences. 
Mr. Beuztue: Yes, trade licences. 
The Vick CHarRMAN: Or rental taxes. In some cities there are rental taxes. 
Mr. Futon: But it does not affect anybody in the nature of a real property 
tax. 

The Vice CHAIRMAN: No, no. 

Mr. Beuzite: They are unsecured on any property. . 

Mr. Ricuarp (Gloucester): They are more of a personal tax, they are not 
attached to any property. 

Mr. BeuziLE: Yes. 


By Mr. Fulton: 

Q. You mean the taxes contemplated in paragraph (e) are not secured by 
property?—A. Yes, that is right, and it may be, having regard to modern legis- 
lative practice, that (e) has very little practical application, but we were not 

sufficiently sure that it was unnecessary, so we put it in. 
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By the Vice Chairman: 

(). There are some taxes which are unsecured. Business taxes are unsdeureds 
In paragraph (h), Mr. MacDonald, there are three classes of Crown claims 
which are of the nature of a trust. What about the sales tax, the provincial 
sales tax? That is in the nature of a trust. I have in mind a sales tax which 
has been collected and which is kept in the business and paid only after a month 
or so.—A. In the case of the Unemployment Insurance Act I think I would go 
along with you in the thought that most: of those funds are funds which are 
supposed to be, at least, collected and kept as separate funds. 

Q@. And so with the income tax?—A. But I am not sure that it applies so 
strongly to the case of workmen’s compensation. 

Q. You are right there—A. But I rather think in the case of (h) the reason 
was not so much the technical consideration of trust funds or otherwise as the 
purpose for which those funds were used, that is, in one case for the assistance 
of a disabled workman; in the other case, of unemployment insurance, to people 
who are out of work. 

Mr. Gour: Suppose a tax is not paid. The man would be without work 
and would not receive the money. If it is not paid, it should be capitalized. 


The Vice CuarrMan: Are there any other questions on clause 95? 


By Mr. Macdonnell: 
Q. Paragraph (e) at the top of page 64, I read: 

(e) municipal taxes assessed or levied against the bankrupt within two 
years next preceding his bankruptcy and which do not constitute a 
preferential lien or charge against tthe real property of the bankrupt but not 
exceeding the value of the interest of the bankrupt in the property in Reapers 
of which the taxes were imposed as declared by the trustee; 
Those, I take it, are municipal taxes, other than taxes on real estate —A. 

Other than taxes which are secured on some property. 


Q. Let us say they are business taxes—A. That may be. 
Q. Then, what is the meaning of the words: 
. In respect of? 


On what property is a business tax charged? Is it charged on the palais 
in which you carry on the business?—A. I would like to say again what I said 
to Mr. Fulton. I am not sure that paragraph (e) has a very wide practical 
application today. We were not sufficiently sure that its purpose had gone to 
leave it out. And that purpose is this: that there may be municipal taxes which 
are imposed in respect to property, but not so as to constitute a lien on that prop- 
erty. Now, if they come within the two year period, this clause says that they 
get a preference. But they do not get a preference beyond the amount which 
they would have got had the Bill made them a lien on the property. That is, you 
cannot come in and put yourself in a better position than that of a secured 
creditor. As a secured creditor, the most you would have had would be the 
value of the property itself. You are given priority but not to a nae value 
than the property on which might have been made a lien. © 


By the Vice Chairman: 
Q. Would this cover business taxes based on the rental value of a Groner? 
—A. Does that business tax constitute a preferential lien or charge? 
Q. No, it does not.—A. Yes. 


By Mr. Fulton: | 
_ Q.. It seems to me that you would have, by those last two lines, made it 
impossible to recognize any ordinary municipal business tax. Let us put it this 
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way. Most municipalities now charge a licence fee for any person or industry 
or business concerned to carry on business within the municipality. Those 
licence fees are not secured on any property—you may be renting your premises 
—you still have to pay your licence fee and your fee is not secured on the prop- 
erty you occupy. Now the last two lines on your clause it seems to me make the 
only taxes which are given this priority contemplated in subclause (e) taxes 
which are imposed in respect of the property. 

The Vick CHAIRMAN: What is the meaning of property there? It all depends 
on the meaning of property in the context. 

The Witness: I see Mr. Fulton’s point and there would be no objection 
certainly to a change which would, I think, meet it and which would be this, to 
read the last three lines in this sense: 
but not exceeding the value of the interest of the bankrupt in any property 
in respect to which the taxes may have been imposed. 

Does that meet your point, Mr. Fulton? 


Mr. Futtron: Well, that seems to me—I may still be wrong—to confine the 
type of taxes which is contemplated by subclause (e) to a tax imposed in respect 
of property. 

The Wirness: I think that changed wording would take away the implica- 
tion contained in the words as they now are. I understand you to say that you 
take the last three lines as necessarily implying that the the taxes in order to 
get the benefit of subclause (e) must be imposed in respect of property. Now, 
if instead of referring to the interest of the bankrupt in the property in respect 
of which the taxes “were” imposed— 


The Vice CuairMAN: Mr. Fulton, if you would look on page 3 of the bill 
at the definition of “property” I think it will answer your point. 


By Mr. Richard (Gloucester) : 


Q. What is the meaning of the words: ‘‘as declared by the trustee’ ?— 
A. It means that the trustee has the sole discretion, subject of course to appeals 
which may be to the registrar or to the judge and from there up, to say what 
is the value of that property for the purpose of limiting the amount of a 
preferential claim. 

Q. Supposing any tax law or anything declares that this shall be a first 


- lien?—A. Then we are not under subclause (e) at all—we are secured creditors. 


Mr. Macponne.u: It seems to me that the tax, the claim indicated here, is 
indicated in the first two lines as I read it to be: 
municipal taxes assessed or levied against the bankrupt within two 
years next preceding his bankruptcy and which do not constitute a 
preferential len or charge—, 


surely that means all taxes other than taxes secured on real estate and surely 


again the last three lines are merely putting a limit on the tax claims which 
are set out in the first three lines. é: 

Mr. Fuuron: It seems to me to contradict itself. The first three lines say 
that priority is given to taxes not secured on real estate and in the last three 
lines it says that the taxes will only be given this priority if they are taxes 
imposed in respect of property. | 

The Vick CHAIRMAN: But not necessarily real property. 

Mr. Fuuron: I see the point made by the chairman. He has referred 
to the definition of property on page 3 which is quite wide. 

The Vick CHAIRMAN: Anything, even the right in a lease, would be property. 
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Mr. Futron: But, any trade licence for which your municipality charges 
as a condition of doing business within its limits: to what possible property, 
even’ within the scope of that definition, could that tax apply? 

The Vics Cuatrman: If you go bade to page eS 

Mr. Futron: There is no property, there is no interest in property attached 
by that licence; it is just a fee which you have to pay before you can do business 
in that municipality. 

The Vick CHairMAN: The right to ae business is surely a anopenr™ 4 it 
is something. 

The Witness: In that case, Mr. Fulton, the limitation does not apply. 
There is no limitation by intention. It may be that those three lines do raise 
an implication of the nature you referred to but by the intention of the 
subclause, the limitation does not apply.’ 


By Mr. Fulton: 

Q. You mean the limitation shall not exceed— —A. The limitation to the 
value of the property in respect of which the taxes were assessed. 

Q. Well if it were held then that those words do not operate to qualify 
the type of tax to which the priority is given I would be satisfied, but it seems 
to me that as they are expressed here they qualify the type of tax to which the 
priority is given rather than the amount. 

Mr. Macponnetu: They do not seem to set out to do it but they do it 
farther through. 

Mr. Fuuron: Perhaps that subclause could stand and if there is any 
validity in my point— 

The Vick CHAIRMAN: We will let the whole clause 95 stand. 

Mr. Srewart: Perhaps, Mr. MacDonald might be able to give a legal 
opinion on this suggestion of mine with respect to reserves, pension reserves. 

The Vick CHarrRMAN: Is it your intention that we should adjourn now or 
continue till six o’clock?—We will adjourn now and meet again tomorrow 
morning at 11:30 a.m. in this room. 
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APPENDIX A 


THE SUPREME COURT OF ONTARIO IN BANKRUPTCY 
(HonourABLe Mr. Justice UrquHart) 


OscoopE Hau, Toronto 1 | 
NoOvEMBER 25, 1949. 


Hucues CuieAver, Esq., M.P., 

Chairman, Banking and Commerce Conumties 
House of ‘Commons, 

Ottawa, Canada. 


Dear Mr. Cieaver: With reference to your kind letter about the Bankruptcy — 
Bill, it is my firm opinion that section 21 (6) of the Bill should contain a 
provision for adjudging the debtor bankrupt, and that its wording should © 
closely adhere to that of section 4 (6) of the present Bankruptcy Act, R.S.C., 
1927, Chap. 11, namely: 


and, if satianed with the proof, may adjudge the debtor a bankrupt and 
in pursuance of the petition, make an order, in this Act called a receiving. 
order. 


I enclose a memorandum which I sent to the ee Committee on that 
point. 

This is the most important, in my opinion, of the iedonntlnda dane which 
I made in my evidence before and my Brief to the Senate Committee, not 
that some of the others are not important. 

If you would like me to appear before the Committee next week, I could 
arrange to do so, provided that the trip is not Pickwickian, but at the moment 
I do not think I could add much to what is already on record. 

With best regards, I am, 

Yours sincerely, fs 
(G. A. URQUHART) 


There is no provision in Bill F. for adjudging the debtor bankrupt. In 
the Memorandum submitted by the Superintendent of Bankruptcy with regard 
_ to section 21 (6), (1949 Minutes, page 97), he quotes from Duncan and Reilley: 
Under the Bankruptcy Act—it is the receiving order which vests the 
property of the debtor in the trustee, and the adjudication does little 
more than attach the label of bankrupt to the debtor. 


No authority is given in Duncan and Reilley for this statement, and it 
is apparently only the personal opinion of the author. 

In Bill F, the bankruptcy of the debtor only arises by inference from the 
definition of “bankrupt” and “bankruptcy”. There is no definition of “receiving 
order”’. . 

Section 4 (6) of the Sresent Act provides that the Court— 


may adjudge the debtor a bankrupt and in pursuance of the petition, make 
an order, in this Act called a receiving order. 
Adjudging the debtor bankrupt is the basis of bankruptcy proceedings. 
Under the present Act, it is not only the vesting of the property of the 
debtor in the trustee that is effected, but the adjudication of bankruptcy affects 
the status of the debtor and his rights and privileges. (Such disabilities may 
be removed when he obtains his discharge from bankruptcy). 
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For example, under section 192 of the present Act: 
Where an undischarged bankrupt obtains credit to the extent of five 
hundred dollars or upwards from any person without informing that 
person that he is an undischarged bankrupt; or 
if he engages in any trade or business under a name other than under 
; which he was adjudicated bankrupt without disclosing to all persons 
. with whom he enters into any business transaction the name under which 
he was adjudicated bankrupt, 


he shall be guilty of an indictable offence, ete. 
4 See also Duncan and Rettury, page 780: Section 145. Statutory dis- 
qualification removed 
Section 31 of The British North America Act reads: — 
31. The place of a Senator shall become vacant in any of the 
following cases:— 


(3) If he is adjudged bankrupt or insolvent, or applies for the benefit 
of any law relating to insolvent debtors, or becomes a public defaulter. 


-- 
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APPENDIX B 
Translation | 
| COMMITTEE ON BANKRUPTCY 


Proceedings of a meeting of the Committee on Bankruptcy, held at Montreal, 
the 22nd of November, 1949. 


At a meeting of the Committee on the Bankruptcy Act, held at Montreal, 
the 22nd of November, 1949, at 9.30 o’clock am., to study Bill F. “An Act 
respecting Bankruptcy”, which the House of Commons will be asked soon to 
consider on second reading. 

There were present: Messrs. Jacques Panneton K.C., Richard R. Alleyn, 
K.C., Auguste Quesnel and Charles Coderre, K.C., Secretary-Treasurer. Messrs. 
Redmond Quain, K.C., and Louis Joseph de ‘la Durantaye, K.C., were absent. 

- The Committee is aware of the fact that certain suggestions which it had 
made in April, 1949, when the proposed Bill re Bankruptcy was before the 
Senate, had been accepted and incorporated in the new Bill for submission to 
the House of Commons. Certain other suggestions which the Committee con- 
' sidered warranted were, unfortunately, set aside and the Committee does not 
consider it advisable to repeat them. 

However, after further discussion and study of the new Bill (Letter F of 
the Senate), the Committee is of opinion that there should be proffered repre- 
sentation in the following terms: 

The trustee should act through a solicitor in all proceedings of a 
contentious nature, and more particularly in those brought under clauses 
10(d), 66, 85(6), 123 and 137, and in those where he makes an application 
on behalf of the debtor, such as in the case of a composition under clause 
33 and the discharge of the debtor under clause 127 (2), in order that the 
debtor be properly represented. : 


: To give effect to the above suggestions, it is only necessary to amend the 
general rule 5a, in force since the 1st October, 1948, by adding thereto the 
following words: 


except in the case where the process is of a contentious nature or where 
the trustee makes an application on behalf of the debtor. 


(Signed) CHARLES CODERRE, 
Secretary-Treasurer. 


MonrtTREAL, 
this 23rd day of November, 1949. 


Seal of the 
Bar of the 
Province of Quebec. 
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_ APPENDIX C 


760 VicToRIA Sa., 
“s November 25, 1949. 


’ Hucues Cuiraver Esq., M.P. 


Chairman, Banking and Commerce Committee, 


- House of Commons, 
~ Ottawa, Ont. 


Dear Mr. Cleaver: 


Please accept my thanks for your letter of November 24th, a copy of the new 
Bankruptcy Bill, and your kind invitation to make representations on behalf of 
the Montreal Board of Trade. 

Unfortunately I shall be in Toronto on Monday and Tuesday next and since 
the session is expected to end soon, it appears unlikely that there will be time to 
express an oral or written opinion on the Bill, much as I would like to do so. 

I note that all the evidence taken by the Senate Committee is before you 


and I would very much like to direct attention to the brief I presented to that 


committee and the memorandum regarding the operation of the Companies’ 
Creditors Arrangement Act, 1933. 

Since the new Bankruptcy Bill now provides for proposals, compromises, 
statements etc. before as well as after Bankruptcy, the Montreal Board of Trade 
is of the opinion that the Companies’ Creditors Arrangement Act should be 
amended to restrict its application to compames having securities in the hands 
of the public subject to the provisions of a trust deed. 

It is felt that the abuses which took place before the war and which are con- 
tinuing should be stopped by complementary legislation now that all arrange- 
ments are to be provided for under the new Bankruptcy Act. 

If it is at all possible to send a written statement to the clerk of the com- 
mittee, next week, I shall endeavour to do so but in the meantime would like to 
emphasize the urgency for corrective legislation amending the: Compas 
Creditors Arrangement Act. 


Yours very truly, 


H. S. T. PIPER, 


Chairman, 
Bankruptcy Committee, 
Montreal Board of Trade. 
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APPENDIX D 
THE BOARD OF TRADE OF THE CiYY OF TORONTO 


Mezzanine Floor 


Kine Epwarp Hore 


Toronto, November 25, 1949. 


T. L. McEvoy, Esq., 

Clerk, 

Banking and Commerce Committee, 
House of Commons, 

Ottawa, Ont. 


Dear Sir: 


In recognition of this Board’s long interest in vn question of bankruptcy 
legislation, and its representations made from time to time with respect to 
Senate consideration of this matter, Mr. Hughes Cleaver, M.P., Chairman of the 
Banking and Commerce Committee of the House of Commons, wrote us under 
date of November 24th requesting our wired advice as to whether or not we were 
interested in making any further submissions on the subject. A copy of the 
telegram which was despatched to Mr. Cleaver from this office today is attached 
for your information. : 

You will observe that our primary interest is in ensuring that passage of the 
Bankruptcy Bill at the present session of the House should be not impeded. 
However, we are keenly interested in the Committee procedures now in progress, 
and should welcome the opportunity of submitting further explanations respect- 
ing our prior submissions by having our representative appear before the Com- 
mittee at any convenient time, provided such action will be not likely to delay 
unduly or prejudice passage of the Bill. 

A copy of our submission presented to the Senate Committee on Banking 
and Commerce on November Ist last is enclosed for your information, together 
with a memorandum indicating the action taken on the amendments requested. 


We shall be grateful to be kept informed of progress, and to be advised, in 
advance if possible, if it appears that any useful purpose can be achieved by the 
personal attendance of our representative before the Committee. 


Yours very truly, 


F. D: -TOLCHARD. 
General Manager. 
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APPENDIX E 


THE CANADIAN BANKERS’ ASSOCIATION 
Montreat, November 26, 1949. 


HuaGues CieAver, Esq., 
Chairman, 
Banking and Commerce Committee, 


‘House of Commons, 


Ottawa, Ont. 


Dear Mr. Cleaver: 


In the absence of Mr. Rogers from the city today I am acknowledging 
receipt of your letter of November 24th enclosing a copy of the new Bankruptey 
Bill. We wish to thank you for your courtesy. 


The various sections in the Bill as first introduced, to which representations 
on our behalf were addressed to the Senate Banking and Commerce Committee, 
were generally speaking adjusted in conformity with our views. It would not 
appear necessary for any further representations to be made on our behalf unless, 
of course, in the opinion of your Committee sections of the Bill in which the 
banks have an interest are opened up for other amendment. In the event of 
that occurring we should have to consider what further representations we should 
like to offer. 

Yours very truly, 


H. L. ROBSON, 
Assistant Secretary. 
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APPENDIX F 


1404 Montreau Trust Bipe., 
Toronto 1, Nov. 24th, 1949. 


HuauHes Cimaver, Esa., 

Chairman of the Banking and Commerce 
Committee of the House of Commons, 
Ottawa, Ont. 


Sir: The Association has studied House of Commons Bill 149, an Act re- 
specting Bankruptcy, which is a revision of bills introduced in the Senate in 
1948 and 1949, to all of which the Assceiation gave careful study, and with 
respect to which it submitted its considered views. As the Bill is now for the 
first time being considered by. your Committee, the Association respectfully 
submits the following representations which were made on the corresponding 
provisions of the preceding bills but. which have not been given effect to in the 
present Bill. 


1. Elimination of Custodian, Section 6 and 21 (9). 


The Association approves of the elimination of the custodian in bankrupt 
estates, recognizing that almost invariably the custodian is confirmed as a 
trustee. This step therefore eliminates unnecessary procedure. However, the 
fact of having a custodian gave the prospective trustee an opportunity to 
consider whether he should take on the bankrupt’s estate. The elimination of 
the office of custodian, and the new provision of Section 6(4) making it 
obligatory for a trustee to continue his duties until relieved thereof, make 1t 
desirable that Section 6 should be amended to provide that the trustee may 
- withdraw up to the time of the first meeting of the creditors. 


The Association suggests such amendment should be made to Section 6. 


2. Action by Trustees before first meeting of Creditors, Section 8(8). 
It is suggested that at the end of Subsection 8 of Section 8, the following 
words be added:— 
and provided that he shall at the first meeting of creditors obtain the 
approval of the creditors and if such approval is not obtained, he shall be 
entitled to costs and expenses of the action if the court is satisfied that 
he acted reasonably and in good faith. 


The Association feels that it 1s desirable in the interests of the creditors 
that the trustee be required to obtain the approval of the creditors for action taken 
prior to the first meeting of creditors. However, in any case, if the trustee acted 
reasonably and in good faith he should be entitled to his costs and expenses. 
This provision would ensure that the creditors do not suffer as a result of 
unreasonable action by the trustee. 


3. Proceedings by Trustee in Emergency, Section 8(9). 


It is proposed that Subsection 9 of Section 8 be amended by adding at the 
-end the following words: 


and provided that he shall as soon as possible obtain the approval 
of the inspectors and that if such approval is not obtained, he shall 
be entitled to costs and expenses if the court is satisfied that he acted 
reasonably and in good faith. 
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It is felt that the trustee should be relieved of costs and expenses only 
in respect of such legal proceedings, and actions taken in an emergency as are 
taken reasonably and in good faith. This suggested change corresponds to the 
amendment proposed for the previous subsection and is likewise designed to 
safeguard the interests of creditors. 


4. Trustee’s Separate Account, Section 9(3). 


It is suggested that the word “trust” in line 2, is unnecessary and should 
be deleted, so that the phrase would read “in a separate account”. 


5. Payments Made by Trustee, Section 9(4). 
It is proposed that this Subsection reading: “all payments made by a trustee 


_ shall be made by cheque drawn on the estate account” should be deleted. 


This provision would require even petty cash payments to be made by 
cheque. The matter is sufficiently covered by a provision requiring he deposit in 
a separate account of all monies belonging to the estate. 


6. Trustee Carrying on the Business of the Bankrupt, Bedkion 10(c). 
It is proposed that the words ‘with a view to an early winding-up” be — 
added after the word “estate” in the third line of the paragraph. 
It is felt that the trustee should not be encouraged to carry on the business 
indefinitely but any work of administration done by him should be with a view 
to an early winding-up. 


7. Non-compliance with Bulk Sales Act an Act of Bankruptcy, Section 20(1) 


It is recommended that Paragraph (h) of the present Act reading: “If he 
makes any bulk sale of his goods without complying with the provisions of any 


“Bulk Sales Act applicable to such goods in force in the province within which 


he carries on business or within which such goods are at the time of such bulk 
sale”, be included as an additional paragraph to Section 20(1). It is realized 
that a debtor who does this, will probably have committed some other act of 


_ bankruptcy designated in the present Bill, but such other act may be much more 


difficult to prove than the failure to comply with the provisions of the governing 
provincial Bulk Sales Act. Therefore, failure to comply with such legislation 
should be designated as an act of bankruptcy in the present Bul. 


8. Persons Not Covered by the Act, Section 28. 


It is proposed that Section 25 be amended by substituting the word “twenty- 
five” for the word “twenty-four” in the first line. It is also suggested that Sec- 
tion 25 be placed after Section 26, in other words, that Section 26 be renumbered 
as Section 25, and Section 25 be ‘renumbered as Section 26. 

The purpose of the proposed amendment is to exclude from recourse to vol- 
untary bankruptcy, the persons who are excluded from the application of the 
receiving order under Section 25. 

It is not considered just and equitable that persons against whom receiving 
orders cannot be filed, should be able to avail themselves of bankruptcy pro- 
ceedings where it suits their purpose, regardless of whether it suits their creditors. 


9. If no Licensed Trustee is Willing to Act, Section 26(5). 

It is recommended that the words “or where the trustee withdraws” be 
inserted after the word “act” in the second line of this Subsection, so that the 
Subsection shall read as follows:— 

Where the official receiver is unable to find a licensed trustee who is willing 
to act or where the trustee withdraws, he shall, after giving the bankrupt seven 
days’ notice of his intention, cancel the assignment. 
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This is to provide for the carrying out of the procedure suggested in Item 1 
of this submission for allowing the trustee to withdraw up to the time of the first 
meeting of creditors because without such amendment as proposed, the official 
receiver in the case of a trustee withdrawing, might not be able to cancel the 
assignment. | 


10. Proposals, Section 27. 

The Association approves of this Section which brings back into bank- 
ruptey practice, the right of a bankrupt person to make a proposal to his 
creditors without going into bankruptcy, and without thereby being designated 
a bankrupt. It is well-known that, generally speaking, in a case where a pro- 
posal is made before bankruptcy, much more is realized by the creditors than 
would be the case if the debtor was declared a bankrupt. Almost always, the 
assets of a bankrupt estate depreciate a considerable amount due to the fact that 
it is a bankrupt estate, and even if the business of the bankrupt is carried on, it 
is fe difficult to receive full value for the goods or services which are sold or 
furnished. 


11. Protection of Trustee from Personal Liability in Certain Cases, Section 49. 

It is suggested that in the sixth line of Section 49, the word “unregistered” 
be deleted, and after the word “‘charge” in the same line, the following words be 
inserted:— “‘not registered or not protected against creditors under the law of 
the Province.” 

The reason for this is that some provinces such as Ontario, permit liens on 
manufactured goods to continue valid without registration provided that the 
name and address of the vendor are marked thereon. With respect to property 
which is subject to a valid but unregistered lien, under the present wording of 
the Section, the trustee is not personally liable for any loss or damage. This cuts 


down the rights of lenholders holding such liens. A competent trustee would. 


be familiar with the Conditional Sales Act of his province, and should take 
notice of all liens which are properly protected. It may be that in such provinces, 
the trustees will be put to considerable trouble in making the necessary inquiry 

but this is preferable to valid lienholders being deprived of their rights as secured 
- creditors and reduced to the status of ordinary creditors. 


12. Priorities, Section 95. 


The Association approves this Section in that it lays down a comprehensive 
scheme of priorities. This should clarify this contentious matter, and should 
reduce the amount of litigation. The higher priority given to the ordinary trade 
creditor is welcomed. It is the trade creditors that usually institute the 
proceedings, and heretofore, too often, they have not realized any worthwhile 
dividends as a result of their efforts. 


13. Summary Administration, Section 114. 


The Association approves of this new procedure for the administration 
of a bankrupt person’s estate with few assets. It appears to fill a gap in 
bankruptcy procedure. It serves to permit a bankrupt person to obtain his 
discharge and start over again. At the same time, it provides for an inexpensive 
administration of the estate. 


14. Discharge of Bankrupt, Section 127. 
The Association has considered the new provision under Section 127 respect- 
ing the discharge of a bankrupt, and considers that it is an improvement. — 


15. Powers of Registrar, Section 149. 


The Association approves of the additional statutory powers given to the 
Registrar, some of which have been exercised by him without specific legislative 
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— We trust that your Committee will Boi the above Submission fol 


consideration. : ee ; is 
Yours very euiy. 


alle 


; H. W. MACDONNELL, 
Manager, Legal Deporsuienien 


APPENDIX G 


DanieL P. HatcH, CHAIRMAN J. Sip. WINTERS, TREASURER 
1009 Laird Boulevard 139 Lakeshore Road, Humber Bay 
Town of Mount Royal, Que. Toronto 14 
Telephone: Atlantic 3221. Telephone: Lyndhurst 4920 


NovEMBER 25, 1949 


Mr. Hueurs Ciraver, K.C., M.P. 
Centre Block, 

Ath Floor, 

House of Commons, Ottawa. 


Dear Mr. Curaver,—First of all, Mr. Cleaver, permit me to thank you 
most sincerely indeed for the many courtesies and kindnesses which you rendered 


to me yesterday at Ottawa. You were extremely. helpful and you most — 


certainly stoutly supported the able presentation made on the behalf of the 
Commercial Traveller by Mr. Macnaughton, when Section 12 of the Act was 
dealt with. 


I do hope that the suggestion for change made in Section 12 may still 
be incorporated in Section 94 when you get to deal with that Section, and that 
in Section 95 the word “Compensation” may be interpreted to include expenses 
paid out in Travelling by Commission Salesmen. 


I have ordered a Transcript of each day’s proceedings of your Committee | 


and in that way I will be able to keep in touch with the progress made. 


Thanking you again, sir, for the very real kindnesses and services which 
you extended to me, I am 


Very sincerely yours, 


D.P: HATCH, 
Chairman. 
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MINUTES OF PROCEEDINGS 


House of Commons, 
Wepnespay, 30th November, 1949. 


The Standing Committee on Banking and Commerce met this day at 
11.30 a.m. The Vice-Chairman, Mr. Jean Lesage, presided. 


Members present: Messrs. Ashbourne, Bennett, Breithaupt, Cannon, Dumas, 
Fleming, Fournier (Maisonneuve-Rosemont), Fraser, Fulford, Fulton, Hellyer, 
Hunter, Isnor, Lesage, Prudham, Quelch, Stewart (Winnipeg North) —17. 


In attendance: Messrs T. D. MacDonald, K.C., Superintendent of Bank- 
ruptcy, and J. 8. Larose, office of Superintendent of Bankruptcy. 


Consideration resumed of Bill No. 149, An Act respecting Bankruptcy. 


The following clauses were passed, subject to reconsideration at the request 
of any member: 96 to 106, both inclusive; 108 to 119, both inclusive. The 
following clauses stand: 107 (3); 117 (b), (l) and (0) will be redrafted by 
the Superintendent of Bankruptcy to cover suggestions made by Committee. ~ 


The Committee adjourned at 12.30 p.m., to meet again this day at 3.30 p.m. 


AFTERNOON SESSION 


The Committee resumed at 3.45 p.m. The Vice-Chairman, Mr. Jean 
Lesage, presided. ‘ 


Members present: Messrs. Ashbourne, Belzile, Breithaupt, Cannon, Cote 


(St. John-Iberville-Napierville), Fraser, Fulford, Fulton, Gour (Russell), 


Hellyer, Hunter, Lesage, Macdonnell, Prudham, Richard (Gloucester) —15. 
In attendance: As at morning session. 
Consideration resumed of Bill No. 149, An Act respecting Bankruptcy. 


The following clauses were passed, subject to reconsideration at the request 
of any member: 120; 121 (as amended); 122-126; 128° (as amended); 129-135, 
both inclusive; the following clause stands: 127. - 

Clause 121, on motion of Mr. Hunter, 


Resolved, —That clause 121 be amended, in line 15 by deleting the words 
“the trustee or any creditor’ and by inserting, in line 15, after the word 
“bankrupt”, the words “his dealings or property”. 


Clause, as amended, carried. 
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Clause 128(1), on motion of Mr. Cannon, 


Resolved,—That Clause 128(1) be amended, in line 6, by deleting the word © 
“and” and substituting therefor the words “as to”; and in line 7, by deleting the 
words ‘together with” and substituting therefor the words “and as to”. 


‘Clause, as amended, carried. 


It was agreed that the French text of 128(1) need not be amended. 


The Committee adjourned at 5.40 p.m., to meet again tomorrow, Thursday, 
December Ist, at 11.30 a.m. 


T. L. McEVOY, 
Clerk of the Committee. 


EVIDENCE 


gs House or ComMons, 
NovEMBER 30, 1949. 


| The Standing Committee on Banking and Commerce met this day at 
11:30 a.m. The Vice-Chairman, Mr. Jean Lesage, presided. 


. 


Mr. T. D. MacDonald, K.C., Superintendent of Bankruptcy, recalled: 


The Vick=-CHAIRMAN: We have a quorum, When we adjourned last night 
we decided to let clause 95 stand so we will proceed and leave the clauses on 
which there seem to be difficulty and we will take them up later. 


Mr. Isnor: Is that the only clause which is standing? 
The VicE-CHAIRMAN: We have ten clauses, altogether. 
Mr. Fuemina: Was clause 94 stood over? 

The Vick-CHAIRMAN: Yes. ; 

Shall clause 96: carry? 


Mr. AsHpourNE: With reference to clause 96 does that mean that all claims 
_ of the other creditors have to be paid one hundred per cent? 


The Witness: Yes, that is what it means, Mr. Ashbourne. 


Mr. Fuemine: There is no change in the substance of the law. There is 
- only a change in the draftsmanship. 

Mr. AsHBouRNE: I presume that the reason is that the wife or husband, as 
_ the case may be, may be a partner of the bankrupt. 

Mr. Fiemine: It is more than that: it would be so easy to defeat the whole 
distribution and equitable treatment of creditors if the husband or wife could 
~ come in and rank as creditors. 


The Vicr-CHaIRMAN: Clause 96? 
Carried. 


Clause 97? 

Carried. | 

Mr. Fiemine: There have been no representations about the extent of 
relationship of people, as distant as aunts and uncles? I sometimes wonder 
if uncles and aunts are not a little distant to include in the scope of relatives for 
this purpose. Is Mr. MacDonald aware of any case under that clause? 


The Witness: No I am not, Mr. Fleming, and as you said there have 
been no representations on those two points. I mean I am not aware of any 
cases of representation as to injustice. 


The Vick-CHAIRMAN: Clause 97? 
Carried. 


Clause 98? 
Carried. 


Clause 99? There was a representation made by the Canadian Bar Associ- 
ation which was adopted and the words “in any capacity” have been added. 


Mr. Fiemine: They made one other suggestion that was not adopted. 
They wanted it to apply only to wages of a person in his capacity as a 
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director or officer, not to claims arising in other ways. I suppose the theory is 
that anybody who accepts election as a director does so with his eyes open and 
knows that he is running risks. Have there been any representations especially 
as to the inclusion of officers in the scope of this provision? ‘There might be 
a case to distinguish between officers and directors for this purpose. 

The WITNESS: The only representations are those mentioned on page 28 
that you have there on the so-called compendium. 

Mr. Fiemina: You see, in small companies a man who holds an office 
may be in effect just a salaried worker. 

The Vice-CHAIRMAN: You will note that the Canadian Bar Association, 
after having represented that it should apply only to wages and then after 
some explanation by members of the Senate, I suppose, turned around and asked 
that the words “‘in any capacity” be added. 

The Wirnsss: They said “If you are not going to accept our first recommen- 
dation, please accept our second recommendation and clarify it definitely” and 
their second recommendation was adopted by adding the words “in any capacity.” 

Mr. BrerrHaurt: Since clause 99 1s more or less contingent on clause 95 
and as you allowed clause 95 to stand would it not be well to allow clause 99 
to stand until you determine what clause 95 is to be? 

The Witness: No. Clause 99 is scarcely related to the same matter as 
clause 95. Clause 95 settles the priorities. 

Mr. Brerruaupt: It says in here ‘‘as provided by section 95.” 

Mr. Cannon: Clause 99 does deal with priority. 

The Wirness: But clause 99 deals only with the special case of the officer or 
director of the corporation. 

Mr. Fuemine: There is no new principle in clause 99. 

The Witness: It is the same as the present section 118 with, for clarification, 
the addition of the words “in any capacity”. 

Mr. Brerruaupt: So whatever change is made in clause 95 will not affect 
clause 99? 

The Vice-CHAIRMAN: No. 

Shall clause 99 carry? 

Carried. 

Clause 100? 

Carried. 


Clause 101? 

Mr. Fremine: There was one question here about subclause 4. I see it — 
was suggested by the Toronto Board of Trade that the subclause be clarified 
by the addition of the words “of the other or others” after “property”. What 
was the actual change made that was designed to bring about the clarification 
by ‘“‘of the other or others” as proposed by the Toronto Board of Trade? 

The Witness: If you will follow the text before you now I will read 
section 59 as it is in the Act: 

Where a bankrupt owes or owed debts both individually and as a 
member of one or more different co-partnerships, the claims shall rank 
first upon the property by which the debts they represent were contracted 
and shall only rank upon the other or others after all the ereditors of 
such other estate or estates have been paid in full. 


Mr. Fuemine: There is no other change in substance here. 
The Witness: No change in substance. 

The Vicn-CHAIRMAN: Clause 101? 

Carried. 
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Clause 102? 
Carried. 


Clause 103? 

Carried. 

Mr. Fiemine: It is not very often we. have occasion to apply that, 
Mr. Chairman. 

The WITNESS: There was a case once. 

The Vicr-CHAIRMAN: Clause 104? 

Carried. 


Clause 105? 
Carried. 


Clause 106? 
Carried. 


Clause 107? 
Mr. Firemine: Mr. Justice Urquhart’s suggestion on clause 107 was not 
adopted, I see, Mr. Chairman. 

The Witness: No, it was felt that we have sufficient control over the 
trustees through the office of the superintendent and through his amenability . 
to the court if he does not carry out the provisions of the Act. 

The Vicr-CHAIRMAN: Supervision powers are given in clause 160. 

Mr. Fiemi1ne: Well, I gather the feeling in the Senate was that it should 
not attempt to blend with the subject matter of clause 107 the subject of 
the suggestion of Mr. Justice Urquhart. 

The Witness: And as to restoring section 74, clause 107 ‘eontahin the 
substance of section 74 but is somewhat more flexible. Instead of tying the 
trustees down to times and amounts it provides that he shall make a distribution 
or declare a dividend from time to time as required by the inspectors, who are 


‘the representatives of the creditors, and it seems to me a more practical 


arrangement than tying him down to arbitrary times and amounts. 

Mr. Cannon: The sections might act as a guide to the trustee as to when 
the dividends should be declared, but as the article is now there is no guide 
left to their judgment. 

Mr. Fraser: But then there is the other angle, Mr. Chairman, that you 
might have nine or nine and a half per cent of it in, to divide, and that might 
extend over many months. 

Mr. Cannon: But under section 74 of the old Act, it said: 

A further dividend shall be paid whenever the trustee has sufficient 

- moneys on hand to pay to the creditors ten per cent, and more frequently 

if required by the inspectors, until the estate is wound up and disposed of. 


So the inspectors, even though the trustee may not have ten per cent, have 
the right to ask for a distribution? 


The Witness: These inspectors, as you know, are appointed by the 
creditors; they are dealing with their own property; they are subject to a 
direction by the creditors and subject to removal or replacement by the 
creditors, so they should reflect pretty closely the wishes of the body of 
creditors. : 

Mr. Hunter: Subclause (3) has fairly wide powers. 

Mr. Fiemine: I was wondering if you should confine the creditor’s rights 
to apply to the one case where the trustee has refused, after being requested 
to do so by the inspectors. In many cases you will have only a very small 
group of inspectors and they are usually representatives of the largest creditors, 
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—they do not always reflect the point of view of the smaller creditors,—and 
for some reason or other they think it inadvisable for the trustee to expedite 
the payment of dividends. Your small creditor, apparently, can apply only 
if he, the trustee, refuses or fails, after having been directed to do so by the 
inspector. That is a lot of power to put into the hands of the inspectors. 

Mr. Isnor: I suppose that is pretty well covered; it applies not only to 
creditors but to any creditor. 

Mr. Fuieminc: No, it. only applies when i trustee refuses to follow the 
direction of the inspector. 

Mr. Hunter: That is where the trustee has failed to comply with a direction. 

Mr. Cannon: You cannot place any blame for that on the inspector if he 
fails to act. 

Mr. Hunter: I don’t know, it may be there is a little doubt about this. 
There may be some difficulty about it; if the creditors get hot about it they just 
direct distribution. 

The Witness: And the agerieved creditor would still have his access direct 
to the court by way of complaint. 

Mr. Hunter: And he would have the other temmedics under the Act. 

The Witness: Yes. 

... Mr. Hunter: I think there is something in the point you raised, Mr. Fleming, 
but I am not sure whether it is terribly practical. 

Mr. Fremine: I cannot point to any specific case. I can conceive of 
situations where the inspectors, representing the larger creditors, could be 
arbitrary and in that way the policy is determined in distribution. Mr. Chairman, 


I would think there would be a very grave doubt as to whether clause 15 applied . 


to override the provisions of this clause 107. You see, you have very plain 
terms in subclause 3 of clause 107, without any action with respect to the 
trustees, except in that case where the trustee refuses after having been directed 
to distribute by the inspectors. 

The Witness: No action against him lies, but I think the creditor would 
still have his right of appeal under clause 15. "The real purpose of subclause 3 
of clause 107 seems to me to provide that in case of that presumably unreasonable 
request the creditor is then personally responsible for interest. 

Mr. Fueminec: The trustee. 

The Witness: Yes, the trustee. 

Mr. Fimmina: If clause 15 applies then I think we need not worry about 
subclause 3 of clause 107. 

The Vice-CuHarrMAN: It is of interest. 

Mr. Fuemine: Could we not clarify it usefully, though, by inserting at the 
beginning of subclause 3 of clause 107 the words “subject to the provisions of 
clause 15’? , 

The Vick-CHAIRMAN: Do you think it 1s not subject to that now? 

. Mr. Cannon: I do not think clause 15 applies. 
~« ‘The Vicz-CHarrmMan: I think it would. 

Mr. Cannon: The effect of that will be this, that he will be stuck, there 
will be no remedy. 

Mr. Hunter: He has no relief at the present time, except by address to the 
inspector. 

Mr. Cannon: You cannot say that you are aggrieved by the act of a 
trustee; as I see it, this applies only where there is a direction by the inspector. 

Mr. Hunter: The inspectors are chosen by the creditors, and while we try 
to protect the minorities I think on the point of law this is hardly workable. 
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Mr. Fiemine: I must say, Mr. Chairman, that on the point of law, as a 


~ matter of legal argument, I agree with Mr. Cannon. I am just wondering if 


we could avoid a situation arising at some time by a simple amendment to 
subclause 3. Maybe we had better leave this one over for further consideration, 
Mr. Chairman. 


The Vicn-CHAIRMAN: We will let the section stand and the superintendent 
will prepare a ‘report for us on the matter. 


Mr. Isnor: I would just like to get an expression of opinion on this; we 
have been referring to clause 15 and to clause 107. Does not clause 15 come 
under that section dealing with the powers of the trustee? If so, then I think 
that clause 15 does apply, with all due respect to my legal friends. 


The Vick-CHAIRMAN: That is a question which I want the Superintendent of 
Bankruptcy to examine thoroughly and report upon, later. 


Mr. Fuiemina: I think we had better leave that. 

The Vick-CHAIRMAN: Yes. 

Mr. Hunter: He can make a decision on it and still be wrong. 
The Vich-CHAIRMAN: Clause 108: 

Mr. Cannon: Subclauses 1 and 2 are not changed. 


The Vice-CuHarrMAN: There is a change in subclause 1 which was suggested 
by the Toronto Board of Trade. 


Mr. Fiemine: And there was a change made in subclause 2, also. 


The Vick-CHAIRMAN: Yes there was a change made in both subclause 1 and 
subclause 2. 


Mr. Fuemine: And I understand that the change suggested in subclause 2 


_ was at the instance of the Department of National Revenue. 


The Vicn-CHarrmMan: Mr. MacDonald, could you give us the reasons 
brought forward by the Toronto Board of Trade for the change they suggested 
and which was adopted in subclause 1 of clause 108? 


The Wirness: Suggested by the Toronto Board of Trade that the sub- 
clause be made permissive rather than mandatory. 

The Vice-CHAIRMAN: Was the former section 75 mandatory? 

The Witness: Former section 75 read; the trustee may at any time after 
the first meeting give notice by registered mail. 

The Vicb-CHAIRMAN: Oh, it is the same. 


T he Witness: And the present goes back BpDarse ay to the original text; 
“may” seems to be more appropriate than “shall”. 


The VicE-CHAIRMAN: Yes. 


The Witness: It seems to be a matter which should be in the discretion of 
the trustee. Would you like me to read the comments of the Toronto Board of 
Trade? . 


The Vicr-CHAIRMAN: Yes. 


The Wirness: Section 110, subsection 1 (this refers to a prior bill but it is 
on the same section) requires the trustee to give notice by registered mail to © 
every person with a claim of which the trustee has notice or knowledge and 
whose claim has not been proved. This can be a very costly matter in the case 
of certain estates where there are a large number of creditors, sometimes running 
into thousands with very small claims; subscribers to magazines are instances of 
the type of estate_referred to; and consequently the subclause should be per- 
missive rather than mandatory in form, and this “shall” in line 1 should be 
changed to “may”’, 7 
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The Vice-CHairRMAN: What about subclause 2? There was a suggestion, 
by the bar of the Province of Quebec; but I think the explanation given on the 
- opposite page there is niot quite clear. 

Mr. Hunter: Clause 108 might have some bearing on clause 107 because 
it is mandatory there; the trustee will proceed to declare dividends, ete: 

The VicrE- Copan No. . 

The Witness: No, I do not think so. 

Mr. Cannon: I do not quite understand what it says here. 

The Vice-CHatrmMan: I do not think it is a proper translation of what 
they intended. 

The Witness: I must say that I never heard the expression before. 

The Vick-CHAIRMAN: As they say here, it must have been a bad translation. 

Mr. Fiemine: That is in the compendium. 

Mr. Cannon: In the last line of clause 108, subclause 4 it says, “until the 
expiration of ninety days after the trustee has filed all returns which he is 
required to file’; what returns are these? | 

The Vicn- 7 oe That refers to income tax returns. 

Mr. Cannon: I was just wondering if we should not have the word “tax” 
in there. 

The VicE-CHAIRMAN: No, the subclause is all on income war tax or income 
tax, so it refers only to the subj ect of taxation. 

Shall clause 108 carry? 

Carried, 

Clause 109? 

Carried. 

Clause 110—there is no material clenes and no representations have been 
made. Carried. 

Clause 111—this is a new section. 

Mr. Hunter: That is more of an accounting section is it not? 

The Vick-CHAIRMAN: Yes. | 

The Wirness: That is the current practice, but there is no obligation in 
the Act at the present time and it is considered that there should be. 

Mr. Fuemine: In the Senate committee they eliminated practically all 
reference to the time element in subclause 3. What was the reason for the 
complete elimination of the time element in subclause 3 and subclause 5? 

The Witness: I believe that these tie in together, Mr. Fleming—I will 
have to just read that for a moment. It appears that the idea was to take out 
the thirty days because that made an unnecessary delay, sometimes, in sending 


out the statement, and then to safeguard the matter in subclause 5 by making 


the comments, of the superintendent a condition precedent to the taxation of 


the accounts. So that, in effect, instead of saying you must wait thirty days. 


before you send out the statement, it says the comments or advice of the super- 
intendent must be received before the account is taxed. It achieves the same: 
purpose without necessarily imposing that thirty day delay. If the super- 
intendent gets his comments back in time, as we hope he will be able to do, 
the trustee then is not held up for the thirty day period. 

Mr. Hunter: Why does it not read that way? 


The Witness: I will read you subclause 3 which was changed: 


The trustee shall then forward a copy of the statement and of the 


dividend sheet to the superintendent after they have been approved by 


the inspectors and at least thirty days before mailing those documents to- 


the creditors. 
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Clause 5 read: 

After the trustee’s accounts have been taxed and after the expiration 
of the time provided in subclause 3, the trustee shall forward by registered 
mail to every creditor whose claim has been proved—to the registrar and 
to the superintendent and to the bankrupt— 

and then it continues as it is shown in this bill. 

Mr. Stewart: Have you any backlog of such statements or can you handle 
them as they come along? 

The Witness: We are able to handle them with reasonable expediency. 


By Mr. Fleming: 


Q. What is the average length of time?—A. Frequently the same day—the 
same day or the next day in ordinary times. I-am not speaking of the present 
two or-three weeks when we are working on a thing like this. We have a very 
unusual situation now but in ordinary times they are put out very promptly. 

@. Has there been at any time an expression of opinion that the trustee’s 
comments ought to accompany the material the trustee sends to the creditors?— 
A. No, I cannot say that there has been. 


By Mr. Ashbourne: 


Q. Who is the taxing officer?—A. That is generally the registrar of the 
bankruptcy court. 

Q. Do accounts have to be passed to any other department of the bankruptcy 
court except to the superintendent?—A. No. 


The Vick-CHAIRMAN: Shall the clause carry? 
Carried. 


Clause 112? 
Carried. 


Clause 113? 

Mr. Fueminc: There were some representations on this clause. 

The Vick-CHAIRMAN: Yes, relating to the period. The Toronto Board of 
Trade represented that the period should be reduced from six months to sixty 
days. 

Mr. Futemine: What has become of the time limits? 

The Vick-CHArrRMAN: They have been dropped. 

The Witness: This is a suggestion that the old section be restored but that 
the period be reduced. The suggestion is that the period in the old section be 
reduced from six months to sixty days. 

The Vick-CHAIRMAN: Now there is no time limit. 

The Witness: That is correct. 

The Vicb-CHAIRMAN: Yes. 

The Wrirnuss: Section 82 read that the Pat shall, not later than six 
months after he is at liberty, pursuant to the provisions of this Act to distribute 
the proceeds, pay to the Receiver General all declared but unpaid dividends in 
his hands and, at the same time, provide a list of names and addresses of the 


_ creditors so entitled. 


Mr. Cannon: The change is that he will be able to do that beforehand. It is 
a good change. 

The Vick-CHAIRMAN: Shall the clause carry? 

Carried. 

Clause 114. This is new, dealing with summary administration, 

Mr. Fiemine: Were there any representations received in regard to 114(e)? 
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The Vice-CHAmRMAN: I do not see any. 

The Witnsss: No, there do not appear to have been any representations. — 

Mr. Fieminc: Will you tell us a little more about the representations of the 
Toronto Board of Trade, the Canadian Bar Association and the official receiver 
at London that summary administration of estates be not placed in the hands of 
the official receiver? | 

The Wirness: Perhaps I could most effectively answer this if I were per- 
mitted to speak off the record. 

(Short discussion off the record.) é 

Mr. Isnor: The estates which the superintendent has in mind are all very 
small in this particular instance? 

The Vick-CHAIRMAN: The provision governing them is contained in 
clause 26. | ; 

Mr. Isnor: Under $500? 

The VicE-CHAIRMAN: Yes, in the sense that the $500 is the amount that 
can be realized. | 
Mr. Cannon: It is less than $500 for ordinary creditors, but there may 
be several thousand dollars involved. - | 
Mr. Fuemina: Was that one of the clauses that was left over? 


The Vick-CHAIRMAN: No. 
Mr. Fuemine: I question, in my own mind, whether that limit was not 
too low to make the sections on summary administration helpful. 

The Vice-CHAIRMAN: Quite often you find that the assets do not exceed 
$500. 

Mr. Fitemine: I shall not press the point now but before we are finished 
I shall raise the question of whether $500 is or is not too low an amount to 
bring the summary administration provisions into effect. 


Mr. Hunter: I think it is a point that is well taken and it should be 
seriously considered. 


The Vice-CHairmMan: Yes. In your experience, Mr. MacDonald, is it not 
true that there are a lot of bankruptcies in which the assets are under $500? 


The Wrrness: There will be; there are quite a lot of cases which will fall 
under the summary administration provisions of the act at the present time, 
and it was felt that to begin with the amount should not be ‘placed higher 
than $500 until experience at least with the working out of what is a new part 
of the act leads us to believe that it should be increased. We are breaking 
new ground and it was felt desirable to set our sights at a fairly conservative 
height. 3 


Mr. Fiemine: Well I think there is general support’ for the summary 


administration. I think we have all felt that there has been a real need for that 
provision in the act but $500 is a very small sum. It is true that it is the 
amount that is to be available for distribution among the ordinary creditors but 
‘it strikes me that it is too small, even as an experiment and on the basis which 
_ Mr. MacDonald has mentioned. Five hundred dollars is not a large enough 
figure even under present conditions when the dollar is worth so little. 


Mr. Cannon: I am inclined to agree with Mr. Fleming. I would think 
$1,000 would be more practical. 


Mr. Fuemine: Yes. An estate of $1,000 is still a very small estate. 


Mr. Hunter: If an estate is only worth $500 it has been my experience 
that people do not follow this procedure through. 


The Vicze-CHArrMAN: Mr. Larose tells me there is quite a large proportion 


of bankruptcies in which the assets are below $500, quite a good proportion. ~ 
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And Mr. MacDonald says he ean get the exact figures for the last two years, 
or for 1948; so I believe that before reaching any decision, we should look at 
the figures. Would that not be reasonable? 


Mr. Fraser: And let this clause stand. 


The Vicr-CHAIRMAN: We will refer to clause 26 sub-clause (6), and let 
it stand. 


The Witness: I would just like to add that I am not putting clause 114 
on the basis of an experiment. It is something which has been carefully 
considered and thought out. The idea which I meant to convey was that at 
the present time and until it is seen just how it works, I would not like to see 
the amount set higher than it jis now. It is a new provision. It has not been 
in the Act before. And if, at the end of the first year, it turns out that it is 
too low, it can then, and with justification for the change, be put up more 
easily than it can be changed downward. 


By Mr. Fraser: — 


Q. Might I ask, Mr. Chairman, what proportion of the increase in bank- 
panels this last year would be under $500?—A. I could not speak to that 
offhand. } 

_ Q. Is it quite a large number?—A. I would think offhand it would be a 
fairly large number, but I shall endeavour to get the figure for you, Mr. Fraser. 


The Vick-CHAIRMAN: We will let clause 26, subclause (6) stand. That 
does not prevent us from looking over clauses 114, 115 and 116. Shall clause 
114 carry? 


Carried. 


Shall clause 115 carry? 
Carried. 


Shall clause 116 carry? 
Carried. 


Now, clause 117 “Duties of Bankrupts’”’. 


By Mr. Fournier: 


Q. What are the sanctions applicable to those who neglect to observe the 
regulations concerning the duties of a bankrupt?—A. I refer you to the penalty 
clauses which start on page 94. 


The Vicre-CHAarRMAN: Under “Bankruptcy Offences”. 


. 


By Mr. Fourner: 
@. Oh yes.—A. Clause 156, paragraph (a) refers generally to clause 117. 


By Mr. Fleming: 


(. I think the point is well taken there in relation to the suggestion of the 
Toronto Board of Trade, that the question of intent does not concern paragraphs 
(f) and (g) of clause 117. Clause 117 is only concerned with disclosure. It 
is right that there should be disclosure regardless of the intent attached to the 
particular transfer or disposition of property. It remains for other clauses 
then to declare the law as to what may be done in the light of that disclosure. 
—A. You are referring now to what? | 

@. To paragraphs (f) and (g) of clause 117.—A. Paragraph (f) reads: 

(f) make disclosure to the trustee of all property disposed of within 
one year preceding his bankruptcy, or for such further antecedent period 
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as the court may direct, and how and to whom and for what consideration 

any part thereof was disposed of except such part as had been disposed 

of in the ordinary manner of trade or used for reasonable personal 

expenses; | 
Paragraph (f) does not mention intent. | 

Q. And the same with respect to paragraph (g), there is nothing said 

there about intent. My point is: I do not see any reason why intent should 
enter into clause 117 anyway because here you are laying upon the bankrupt 
a duty of disclosure regardless of the intent which accompanied the disposition 
or transfer of property. Now, as to what may follow from intent as applied 
to this disposition, that is for some other section of the Act to determine. It 
does not seem to me that intent is mentioned at all in clause 117. I understand 
that representations were made to the effect that intent ought to be introduced 
in paragraphs (f) and (g). 


By Mr. Fraser: 

Q. May I ask if clause 117 paragraph (g) was sugested by the Income 
Tax Department?—A. May I have your question again? 

@. May I'ask if this paragraph (g) of clause 117 was suggested by the 
Income Tax Department?—A. Not to my recollection, Mr. Fraser. It ties 
in with the previous clause 60. And paragraphs (f) and (g) are related to. 
subclauses (1) and (2) respectively of clause 60. 


Mr. Isnor: Suppose a man felt justified in making certain contributions 
or gifts. He would have to give the reason because of changing conditions. 


Mr. Fuutron: Clause 60 subclause (2) said it would not be void, that the 
property could only be taken if at the time of making the settlement five years 
previously his debts at that time could not have been paid except if the DRODELLY 
was taken into consideration. 


The Vicu-CuarrMan: I think it is intended to cover the case of a bankrupt 
who in the previous year has entered into contracts or has made gifts when he 
was insolvent. It has to be there. 


Mr. Fuiemine: It is only disclosure anyway. 


The Vick-CHAIRMAN: It is only disclosure anyway, and it has to be there. 
It is a good thing that it is there. 


Mr. Fiemine: Yes. : 
Mr. Isnor: The point I was raising was about the period of five years. 


By Mr. Cannon: 


Q. In clause 60, subclause (2)?—-A. It is the disclosure of information 
necessary to allow the trustee to take advantage of clause 60. 


The Vicze-CHAIRMAN: What about this suggestion of the Toronto Board 
of Trade concerning clause 117 (1)? 


Mr. Hunter: Why do you want that? 


The Vicke-CuarrMan: “That the bankrupt be required ‘to provide the trustee 
with income tax returns”. Why would they suggest that? 


Mr. Isnor: So that they would have a statement of his financial affairs. 
Would they not be interested in it from an accounting standpoint, Mr. Stewart? 


Mr. Stewart: I would think so. We pretty well accept the assessment of 
the Income Tax Department as being a statement of affairs. 


Mr. Futton: Does a trustee have access? 
The VicrE-CHairMAN: To all books, and everything? 
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Q. Does a trustee have access to the official assessment in the custody of 
the Department of National Revenue in the case of a bankrupt?—-A. Oh no, no. 


Mr. Hunter: But if the bankrupt consents in writing, the department will | 
make that information available. 


Mr. Stewart: Would not that be covered under chase 117(b), according to 
which the bankrupt has to: 


(b) deliver to the trustee all books, records, documents, title deeds, 
writings, papers or insurance policies relating to his property or affairs; 
Mr. Fuemrine: I do not think there would be any harm in putiting it in if 
there is any doubt about it. 
Mr. Stewart: It is normally regarded as part of the records of the business. 
Mr. Fiemine: Suppose a natural person has become bankrupt. 


Mr. Stewart: That would be a different proposition, unless he became 
bankrupt as an individual. 


The Vicre-CHAmRMAN: Mr. MacDonald 1s of the opinion that paragraph (b) 
covers income tax returns. 


Mr. FLteminG: Paragraph (b)? 


The VicE-CHAIRMAN: Yes; clause 117 paragraph (b) covers copies of 
income tax returns which he may have in his possession. 


Mr. Hunter: If he has a copy of his T-1 return, I suppose. 


Mr. Fieminc: With all due respect, I would think it is sufficiently doubtful 
that it ought to be put in. Let us forget at the moment the case of a corporation. 
It may be clearer in the case of a corporate bankrupt; but let us take the case 
of an individual going into bankruptcy. He might say: “my income tax returns 
are not books, they are not records, they are not documents, and they are not 
eae deeds or writings, papers or insurance policies relating to my property 
affairs.’ 


Mr. Fuuron: It must relate to his affairs. 


Mr. Fiemine: We might have debatable differences of opinion on the point 
here in this committee, but if it were agreed that the bankrupt had copies of 
his income tax returns and assessments available, it is the easiest thing in the 
world to put it in and make it perfectly clear. | ® 


The Vicr-CuHairMAN: There is no objection. 

Mr. Fiemine: Income tax assessments and copies of returns. 

The Vice-CuHairMAN: There is no objection. 

Mr. Cannon: But would you not have to put a limit on it of five years? 
The Vice-CHAIRMAN: That he has in his possession copies; all right. 


By Mr. Fleming: 


Q. Does Mr. MacDonald want to draft an amendment?—A. I shall draft 
an amendment and submit it later. 


The Vicr-CHAIRMAN: That is quite all right. So we will let clause 117 
stand, I mean clause 117 paragraph (j). 


Mr. Fuuron: You do not mean the whole clause, do you? 
The Vick-CHAIRMAN: Whatever the committee wishes. 
Mr. Futron: I suggest that we carry it all but (b) then. 
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The Vice-CHarrMAN: All right, we will do that. So paragraph (6b) of | 


clause 117 stands. I do not know if the suggestion of the Toronto Board of 


Trade would limit the meaning of paragraph ( i) He would be required by the - 


- court, as a matter of fact. 

Mr. Fremine: You are speaking of paragraph (j) now? 
The Vice-CHaAmRMAN: Of paragraph (j), yes. 

Mr. Hunter: I do not wish to seem technical. 

Mr. Cannon: Referring to subclause (2) of clause 121: 


(2) mis the application of any creditor or other interested person 
to. the court.. 


I do not think we should ask that it be done by the trustee. The answer 
is in the Act. eae 


Mr. Hunter: I do not wish to apicomete chive but paragraph (b) of 
clause 117, I presume, is only supposed to relate to those books, records, docu- 
ments, title deeds, and so on which are in his possession. 


The Vick-CuHairMAN: It cannot have any other meaning. 


Mr. Hunter: I submit it might have. He might be expected to go out and 
find all sorts of documents which relate to his property and affairs. 


_ _ The Vicz-Cuarrman: It is a question of delivery. The word “delivery” 
includes the meaning that one has to have it in his possession to deliver. 


Mr. Hunter: Yes, but one can go out and get possession and deliver. I 
- admit it is a technical point anyway. 

Mr. Fiemrinea: I suppose the words that could be introduced there would be 
the familiar words from discovery “in his possession or power”. 

The Witness: It would be such a simple matter for him to put documents 
out of his possession and power. 

Mr. Cannon: I was thinking of that. If you put that in you will open the 
door to him. 


The Wirngss: And in a prosecution I do not think he would be expected to 
do the impossible, that is if he were entirely free from blame and could explain 
why he had no control over them, I should not think he would be liable to a 
conviction. 


Mr. Hunter: Well, it is nebn By a technical point. I do not want to deloy 
the proceedings on that eround. 


The Vicr-CHaAIRMAN: We will pass clause 117 with the exceptions of sub- 
clause (6) which stands. 


Mr. Fuuton: What about subclause (1). I see there are no comments on it 
but perhaps Mr. MacDonald would care to offer a comment. It seems to me 
here to be fairly drastic. Is it altogether new or is it contained in some previous 
Act. | 

The Witness: It was formerly section 131, subsection (2) and it read like 
this: 

—execute such powers of attorney, conveyances, deeds, and instruments, 
and, generally, do all such acts and things in relation to his property and 
the distribution of the proceeds— 


Mr. Fiemine: There is a problem now: ‘as may be required;” in clause 
131 (2) of the present Act the word “required” is followed by: 


—by the trustee, or may be prescribed by general rules, or may be directed 
by the court by any special order or orders made in reference to any 
particular case, or made on the occasion of any special application by the 
trustee, or any creditor or person interested. 
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Are you not leaving that in the air by just chopping it off after the word 
“required”? Required by whom? 
: The Wrrness: I would say required by anybody who under the Act is 
entitled to apply to him for such a power of attorney or conveyance. 

The Vick-CHAIRMAN: Personally, Mr. Fleming, I never have much faith in 
long enumerations that we find in statutes. 


Mr. Fuuron: As required, by whom? 

The Vicr-CHarrRMAN: It means the person who requires them. You do not 
have it specifically set out in the Act but it implies that. 

The Wirnsss: It fits in with the obligation of a trustee to do everything 
_ reasonably within his power to facilitate the administration of the estate by the 
trustee to enable him to dispose of the assets and so forth. 

Mr. Stewart: But does this take in any more territory? I doubt it. 
gq The Vick-CHAIRMAN: But we do not need to cover everything; that is what 
_ I mean. 
Mr. Stewart: I do not see any need for it either. 


. Mr. Fuemine: That is fine, Mr. Chairman; but do we find it set out in the 
- Act elsewhere? The stipulation that the bankrupt shall execute such powers 
of attorney, conveyances, deeds and instruments as may be required of him by 
the trustee. 

The Witness: Mr. Fleming’s point, as I understand it, is that there is 

_ nothing in the present law to correspond with the words, ‘as may be reasonably 
- required by the trustee” in the present section. 
Mr. Fiemine: Who determines that he may be required to do that? The 
old section 131, subsection 2, said, “as may reasonably be required by the 
- trustee, or may be prescribed by general rules, or may be directed by the court 
by any special order or orders made in reference to any particular case, or made 
on the occasion of any special application by the trustee, or any creditor or person 
interested”’. 

Mr. Stewart: Which makes the thing wide open. 

Mr. Fiemine: We will have to consider that point further. I suggest we 
had better let it stand and come back to it again later on. 

The Wirness: I think that “required” in this context would be considered 
as required according to the provisions of the Act. I should not think that it 
would be interpreted in a way to take in anything not intended by the Act. 

The Vick-CHatRMAN: That is a very very important point. 


Mr. Fieminc: Agreed. Where do you find in the Act that specific provision 
which says that a bankrupt shall execute such powers of attorney, conveyances, 
deeds and instruments as may be required of him by the trustee. It seems to 
me that the language here means that the bankrupt must execute these docu- 
ments—imay be required; is there any section anywhere in the Act which elves 
the trustee the power to require that of him? 


The Vice-CHarrMAN: We will have to go back to the powers of the trustee. 


The Wirness: Would you read paragraph (0): generally do all such acts 
and things in relation to his property and the distribution of the proceeds 
amongst his creditors as may be reasonably required by the trustee, or may 
be prescribed by general rules, or may be directed by the court by any special 
order made with reference to any particular case or made on the occasion of 
any special application by the trustee, or any creditor or person interested. 

Mr. Futon: But that is in (J). 


Mr. Fiemrina: Isn’t that the way out; because if you have a specific definition 
in (0) as in (/) you would have to apply that maxim “Expressio unius est exclusio 


~ alterius”; so as to have the same provisions in (0) as you have in (1). 
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Mr. Cannon: The court may decide there was a reason for not inserting 
in (l) what you have there in (0). 


The Vick-CHatrMAN: Anyway, would it not be covered by the powers of © 


the trustee? Would it not be covered by clause 8, subclauses 7, 8 and 9—page 12? 
I am not saying it does, but I am asking that question. 


Mr. Fiemrinea: The only thing there is it requires the bankrupt— 
The Vicn-CuairMAN: —to carry on the business of the bankrupt. 


Mr. Fumminc: Those are the powers of the trustee. Where does the trustee 
there get the power to require the bankrupt to execute powers of attorney, 
conveyances, deeds and instruments? I think Mr. Fulton’s suggestion is the 
solution; to combine (/) and (0). That would bring it closer to the language of 
the present Act. . 


The Vicz-CHAIRMAN: Yes. 

The Wirnsss: (l) and (0)? 

The Vick-CHAIRMAN: Could you make a draft abcondingly? 

Mr. Futton: Would it not be just; execute such powers of attorney, 
conveyances, deeds and instruments as may be required; and then to do—as is 
provided in (0). 

Mr. Fieminc: Just as in the present clause 131, subclause 2. 

The Witness: Will you leave that to be arod out later, ‘Mr. Chairman? 


The Vick-CHAIRMAN: Yes. 


Clause 118. 

Carried. , 

Mr. Cannon: May I make a suggestion in connection with the consolidation 
of paragraphs (1) and (0)? 

The Vice-CHaAiRMAN: Are you speaking of clause 117? 


Mr. Cannon: Yes. If you consolidate those two paragraphs it seems to 
me that you do not need the words “as may be required” at the end of (1). 


Mr. Futton: Yes, I noticed that. 
The Vicr-CHarrMAN: Clause 119? 
Carried. 


We shall adjourn until 3.30 p.m. this afternoon. 


AFTERNOON SESSION 


The Committee resumed at 4.00 p.m. 


Mr. T. D. MacDonald, K.C., Superintendent of Bankruptcy, recalled: 


The Vice-CHAIRMAN: Gentlemen, we have a quorum. ue we adjourned 
this morning we were at clause 120. Does clause 120 carry? 


Carried. 

Mr. Hunter: May I just understand the purpose of that? I do not oie 
follow it. 

The Witness: Pardon me. 


Mr. Hunter: I do not quite get the purpose of clause 120. It is mandatory, 
I notice. | 
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The Vice-CuHarrMAN: You have an explanation at page 30 of the antes itd 
ium where it says: 

.the Official Receiver should probe deeply into the causes of the 
debtor's insolvency, the disposition of his assets, etc. Unfortunately at 
present this is done in very cursory fashion by .all too many and 
considered more as a mere formality. The report would indicate to 
the trustee a probable course of action and at least suggest questionable 
aspects of the bankruptcy which might call for further investigation. 
The filing of the report in court would make it a matter of record and 
available in connection with future proceedings such as the debtor’s 
application for discharge. Forwarding a copy to the Superintendent 
would keep him advised and this step would also fit in with the somewhat 
similar obligation contained in Section 163 of the Bill. As a matter of 
fact Section 120 of the Bill only confirms the present practice and 
makes it obligatory. 


Mr. Beuzine: When a man makes an assignment 1 files of course, his 
statement of affairs, assets and so on and he comes before the official receiver 
and then the official receiver has a whole set of questions referring to what 
has happened to his property five or ten years ago and so on, how it was 
disposed of, so as to find out if there were any fraudulent acts or fraudulent 
disposition of his property. 

Mr. Hunter: That is practical, is 1t? 

Mr. Beuziie: It is. 

Mr. Hunter: I would judge from this they had gone into it a very great 
deal more thoroughly than before. I presume you have checked with the 
registrars and they are prepared to do this. They have the time and all that 
kind of thing,—I mean the official receivers? 

The Vick-CHatrMAn: They must have the time. 

Mr. Beuzrte: It is done before the first meeting. 

Mr. Hunter: It is not my impression that it is done very thoroughly. It is 
sort of a routine thing at present, very routine, they have a form they use 
and so on. 

Mr. Beuztur: But on the set of questions there is always some lead given 
to the official receiver which allows the official receiver to probe into the very 
personal affairs of the bankrupt. 

Mr. Hunter: I have been in quite a few of these and they strike me as 
_ about as routine a task as you would ever see. 


The Witness: One of the purposes of this is to endeavour to correct 
that situation. 


| 
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; Mr. Hunter: And I presume that the registrar has the time to do this. 
The Vice-CuatrMAN: As the witness said this morning, the registrar is 
usually an officer of one of the high courts in the district and they deal fairly 


’ well with the bankruptcy Act. 
The Witness: Yes, we hope ito make those reports fuller though. 

The Vick-CHAIRMAN: Clause 120? 

Carried. | 

Clause 121? What about the suggestion of the Canadian Bar Association 
and the American Can Company,—the third paragraph of the compendium 
on page 31? 
The Wirness: The comments are here. That was not adopted. 
Mr. Hunter: To which one are you referring? 
51083—24 


116 STANDING COMMITTEE 

The Vick-CuatrMan: The proposition was made, I suppose, in order to get 
the bankrupt before a judge to impress upon him the fades ti of telling 
the truth. 


3 - The Witness: That is correct, but it was considered an entirely unworkable 
provision. 

The Vice-CHAIRMAN: Now, referring to what we discussed a few moments 
before the meeting started. —Mr. MacDonald proposed, in line 15 of subclause 1 
of clause 121, to replace the last words of the paragraph: “the trustee or any 
creditor” by ‘the words “his dealings or property”. Will you pai that, 
Mr. MacDonald? 

The Wirness: The reason for that is that the underlined words were added _ 
in the Senate to the clause ; they went over to clause 121, subclause (2), and 
the words borrowed are “relating in all or in part to the bankrupt, the trustee 
or any creditor.” But the words “trustee or any creditor” obviously are not 
consistent with the context, and the words which should be used are the same 
words that occur earlier in the same subclause, that is: “bankrupt, his dealings 
or property” in line 12. f 

The Vick-CHAIRMAN: The first part of the paragraph is for the examination 
under oath anid then in line 12 it starts again: ‘‘and may order any person liable 
to be so examined to produce any books,”. It should be to the same thing or 
persons as in the case of the examination. ; 

The Witness: Yes. 

Mr. Hunter: I do not quite get your point there. The wording seems the 
same. 

The Witness: If you look at line 12, what the subclause does is to provide 
that the trustee may examine under oath any persons—I am omitting the 
immaterial words— thought to have knowledge of the affairs of the bankrupt et 
cetera. Now, he can examine him respecting the bankrupt’s dealings or prop- 
erty. That is line 12, that is the matter in respect of what he examines the 
person: the bankrupt, his dealings or property; and then the subclause goes on 
to say: “He may order him to produce books, documents, correspondence relat- 
ing in all or in part”; and there they should relate to the same thing in respect 
of which the man may be examined, that is relating ir in all or part to the : bankrupt, 
his dealings or property. 

Mr. Hunter: I get it. 


The Vick-CHAIRMAN: Will you move the amendment, Mr. Hunter. 

‘Mr: Huntrr: Yes. | 

The Vick-CHAIRMAN: Does the amendment carry? 

Mr. Fuuton: Move the amendment? 

The Vick-CHAIRMAN: Yes, we are replacing the words in line 12, “the 
trustee or any creditor’’—we are replacing those words by the words “his deal- 
ings or property”. 

Mr. Fuuron: I will second it. With regard to subclause (3), do you want 
to put a question on that? Js it taken as carried? | 

The Vice-CHAIRMAN: Clause 121 carried as amended. 

Mr. Fuiton: Has the amendment carried? 

The Vice-CHAIRMAN: Yes. : . 

~Mr. Fuuron: With regard to subclause (3), then, what was the provision 
of clause 138, which is no longer here? What protection is there afforded by 
subelause (3) here? 

The Witness: What was the question, Mr. Fulton? 

Mr. Futton: Looking at the comments in these notes, I see the Toronto “a 
Board of Trade suggested that there should be restored the provisions of clause — 
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_ 138 of the Act requiring any person to answer questions even though the answers 


might incriminate him or expose him to civil liability. What is the provision of 


clause 138 which exposed a person to that liability and how is he protected by 
the present clause from it? 

The Wirness: The old Seco 138 provided as follows: 

Any person liable to be examined under the provisions of the ten 
last preceding sections shall be bound to answer all questions relating to 
the business or property of the debtor, and as to the causes of his insolv- 
ency and the disposition of his assets, and shall not be excused from 
answering any question on the ground that the answer may tend to crim- 
inate the person so examined or to establish his liability in any civil 
action, and all or any of the questions and answers upon any examination 
under the four next preceding sections may be given in evidence against 
the person so examined on any charge of an offence against this Act and 
in any civil action or proceeding brought by, or on behalf of, the trustee 
or of any creditor or creditors entitled to take such action or proceedings. 

So he was not protected, Mr. Fulton, before. 

Mr. Futron: Before. But now would he not ‘be in contempt if he refused 
to answer? 

The Vich-CHAIRMAN: Yes. 

Mr. Fuuton: Even under this clause? 

The Vicn-CHAIRMAN: He would be in contempt, yes. 

The Wirness: Are you looking at clause 125? 

Mr. Futron; No I was looking at clause 121, subclause (8) reading it in 
the light of the comments with which we have been furnished. In other words 
it seems to me that according to the comments it is felt this clause gives a pro- 
tection to a person against answering a question. I ask, would he not in effect 
be in contempt, if he refused to answer? 

The Vice-CHAIRMAN: Would you read clause 125, Mr. Fulton? 

The Witness: Clause 125 is the clause which corresponds with the old 
section 188. 

The Vick-CHAIRMAN: I do not understand the representations of the Toronto 
Board of Trade as they are there. 

Mr. Hunter: Before we leave clause 121, what is the meaning of that word 
“dealings” in “his dealing or property”? It seems a peculiar word to use, what 
does the word “dealings” mean’? I notice in clause 125 that they use the ‘words 
“business or property”. 

The Witness: “Dealings” is, I suppose, roughly the same meaning as 
business. 

Mr. Hunter: ‘Dealings’ seems nebulous and vague, to me. I do not want 
to be eritical but I am dashed if I know what “dealings” means. It is a word 
I have never seen used in other statutes. 

Mr. Fuurorp: It is a colloquial word rather than a legal word. 


The Wirness: It is the expression now used in the present act. I do not 
think it is an uncommon word to apply in that context. I could not point out to 


- you a place where it is used in any statute but my impression is that that word 


is not uncommonly used in that context. 
The Vice-CHAIRMAN: I wonder what it is in the French text. 
Mr. Hunter: I do not know whether it has ever been judicially defined. 
The Vice-CHairMAN: In the French text the corresponding word is “‘opera- 
tions.” 
The Witness: How would you render that literally in English? 
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The Vich-CHarrMAN: “Dealings”. The exact translation of “operations” is 
“dealings”. 

Mr. Beuzite: All Aden operations, business dealings. 

The Vice-CHairMAN: It reads very well. It covers everything. 

Mr. Hunter: I am not trying to quarrel with it, I am Just a little doubtful. 

Mr. PrupHamM: In subclause (2), what is meant by “interested persons”, 
does that mean a curious person interested out of curiosity, or what does that 
mean? 

The Vice-CHamrMAN: It might be the creditor of a creditor. 

Mr. PrupHam: Or other interested persons. 

The Wirness: The court would have to be satisfied as to his mterest; it 
would have to be a substantial interest in the estate. The word there indicates 
an abundance of caution. 

Mr. Cannon: Now, about that word “dealings”, I wonder if the word “busi- 
ness” would not be a better word. The word “business” has been in use in the 
Bankruptcy Act for a good many years and we know exactly what it means but 
the word ‘‘dealings” might give rise to a different interpretation. 

The Witness: It is not a new word. It is a word that has been used in that 
context in the present Act. 

Mr. Cannon: You mean the old Act? 

The Wirnsss: Yes. 

Mr. Cannon: It has been? 

The Witngss: Yes. ; 

Mr. Cannon: Oh, when you said in the present Act I thought you were refer- 
ring to this Bill. 

The WITNESS: Not the present bill, the Act as it now stands. 

Mr. Hunter: I do not recall ever have had that point come up. 

The Vice-CHAIRMAN: “Business” is a more passive word than “dealings”. 

Mr. Fuurorp: It indicates operations. 

The Vicke-CHAIRMAN: Yes, and operation in business is “‘dealings”’. 

Mr. Fuurorp: Yes, it is operations, Let us leave it at that. 

The Vicr- Cae Shall clause 121 as amended carry? 

Carried. 


Clause 122—what was deleted? 
The Witness: The words deleted are indicated on the right- hand page. 
The Vicr-CHArrRMAN: Oh yes, I see. 


Mr. Fiemine: And subclause 4 there is deleted. Can you tell me what it 
was in the old bill? 


The Wirness: We haven't got a copy of the original bill, the 1946 Bill, 
here. I can look that up. 


The Vice-CHAirMAN: Is it your desire that we should hold this over? 
Mr. Fiemine: No. 

Carried. 

Clause 123. 

Carried. 

Clause 124. 

Carried. 


Mr. Fiemine: I would just like to understand what the suggestion of the 


Toronto Board of Trade was and the reason why it was not adopted: 
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The Wirness: Well, it was felt. that the present clause 124 substantially 


 eovers the provisions they wished to have restored, and as far as 185 (1) and (2) 


are concerned the penalties are now provided for in clause 156. 


The Vick-CHariRMAN: And that is in subclause (c) of 156 as’ far as the 
bankrupt is concerned? 


The Wirnegss: Yes. 
Mr. Fieminc: That would not be for his refusal to answer. 


The Vick-CuarMan: Where he refuses to answer or neglects to answer fully 
and truthfully and so on. 


Mr. Fiemrna: That is refusal to answer on examination; what about refusal 
to attend? 


Mr. Beuzite: That is covered in clause 124. 


The Vick-CHArrRMAN: It might apply, Mr. Fleming, but possibly it doesnot 
cover his non-appearance, 


Mr. Fiemine: I would think that 156 (c) covers non- appearance. That 
has nothing to do with non-attendance. Obviously the warrant provision was 
in 135(4) to bring a debtor up for examination; and there is also provision that 
he could be committed to the common jail for a period not. exceeding twelve 
months. Might I ask Mr. MacDonald if he knows of any case where that pro- 
vision was resorted to and there was a commital? 


The Witness: Offhand, I cannot think of any such case. 


Mr. Fremine: I was just wondering if there was any good reason for 
eliminating that. I would think the warrant provision itself would be much 
more effective if you had a sting like this in the Act. I think you justify that 
twelve months incarceration. 


The Witness: The note on the right-hand side of the page, which of course 
you have read, indicates that clause 135 at present is illogical; as, for instance, 
for a bankrupt being examined refusing to answer, the penalty ‘clause states that 
he may be apprehended and brought up for examination. 


The Vick-CHArRMAN: What is it that causes you concern? 


Mr. Fieminc: I am concerned about the elimination of this provision as 
to the penalty—it is true we have provision in there for bringing him up on 
warrant where otherwise he has refused to attend, but it seems to me it | 
is a good thing to have that provision in regard to possible committal for a period 
not exceeding twelve months in the Act, because a man is much more unlikely 
to refuse to attend if he knows there is a penalty like that staring him in the 
face. 

Mr. Hunter: Isn’t there one already in clause 136 (a)? 


Mr. Beuzite: Don’t you think, Mr. Fleming, that a man who is a bankrupt 
being brought up before a judge on a warrant and refusing to answer any 
questions would be in contempt of court and then would fall under the ordinary 
provisions of the criminal law? 


Mr. Fiemine: I am not at all sure that he would be in contempt of court 
unless this statute requires him. If you get him up there and he still refuses 
to answer questions then surely you can apply clause 156(4). 

Mr. Beuzite: Yes. | 

Mr. Fieminea: On this man refusing to attend you can issue a warrant and 
cause him to be apprehended and brought up for examination, but it occurs to 
me that you are going to have much better results if you have a section like 
this in the Act. That is one of the reasons for keeping this provision of committal 


to the common jail for a period of twelve months in. 
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Mr, ‘Cannon: I think you have that provision by a soinbiaasion. of clauses 
156(a) and 117(b)—if he does not attend he is subject to the penalty by 
clause 156. 

The Witness: And if you will look at (j) of the same clause, it carries it 
further. 

The Vice-CHairMAN: Of clause 117; yes. 

Mr. Fuuron: But that only covers. the bankrupt himself, not other persons; 
clause 124 covers the bankrupt or any other persons failing to attend. 

The Vick-CHAIRMAN: Yes, it covers other than the bankrupt. As far as the 
bankrupt is concerned now, if the authority is satisfied, then there is provision 
for a punishment on summary conviction if he fails to appear, not only if he 
fails to answer. 

Mr. Fuuron: It seems to me that the bankrupt is adequately covered by 
clauses 117 end 153, the one dealing with the penalties for other persons. He 
can be compelled to attend by warrant; and committal to jail for a year 
is a fairly hard penalty for a man who. fails by four days to answer his 
summons. 

The Vicn-CHarrMaNn: That is how it is. -You would leave it as it is? 

Mr. Futton: Yes. 


The Vich-CHarrMan: What do you say, Mr. Fleming? You have your | 


opposition on your right. 

Mr. Fiemine: I have said my say. 

Carried. 

Clause 125: 

Mr. Futton: This is a clause where I am wondering about the change 
between this and section 138. Does this now mean that a man can take the 
protection of section 5 of the Evidence Act? 


The Wirness: No, I don’t believe it does, Mr. Fulton. 


Mr. Futron: Is there in fact any protection under clause 125? Is he less 
liable now to be compelled to answer the questions than he was before? 


The Witness: Clause 125 is less specific and more general in its terms, 
but, if it is read literally, it seems to me that the position is about the same. 
The section of the Canada Evidence Act to which you refer provides, as 
I remember it, that where anybody but for this act,—the Canada Evidence 
Act—, or a provincial act, would be permitted to refuse to answer a question 
on the ground that it may tend to incriminate him, that person is, nevertheless, 
compelled to answer the question but his answer cannot be used in certain 
prosecutions against him. Now this is not the sort of question that the Canada 
Evidence Act says he must answer; this is a question he is compelled to answer 
by what is neither the Canada Evidence Act nor a provincial statute. 


Mr. Cannon: I suppose the sanction for that is that if he refuses to 
answer he would be in contempt of court. 

The Vick-CHAIRMAN: It is in 156. 3 

Mr. Cannon: There must be contempt of court—where questions are put 
to him in court. I am speaking now of 125? 

The Wrirness: Yes. : 

Mr. Cannon: If the questions were put out of court it would nan be 


contempt of court. If the individual is not» in contempt of court there is 
no sanction. 


The Witness: 156 (c). | . 
Mr. Futron: That relates only to the bankrupt. 
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Mr. Cannon: If we amended 156 (a), when we get to it, and add to 
clauses 117 and 125 the provision that if he fails to do the things required by 
him— 

Mr. Beuzime: 125 refers to any person? 

The Vice-CHAariRMAN: You would have to change it. 


The Wirness: Clause 156 will catch the bankrupt in so far as he comes 
under clause 125. 


By Mr. Fulton: 


Q. Clause 125 covers all others generally, does it not?—A. That is true. 

Q. The only sanction is the general provision with regard to contempt of 
court?—A. Yes, except in the case of the bankrupt himself; he comes under 
156 (c). 

Q. There is, in fact, no substantial difference in the position of this 
person not a bankrupt from that contained in the old act.—A. That, I would 
say, 1s the case. 

Q. I ask that in the hight of the comment on page 31 of these notes where 
the Toronto Board of Trade had asked for an enlargement of clause 121 and 
to insert there a requirement that persons answer questions even though the 
answers might incriminate them or expose them to civil liability. It was not 
adopted, and your comment is that it was felt that it was an infringement 
of rights; but you have, in fact, put the provision in 125?—A. Yes, in that 
respect, I would say the comments in the compendium were not apt. 

Q. So it was not the intention to protect this person not a bankrupt from 
having to answer questions?—A. Section 125 does not have the effect ‘of 
protecting him. 

The VicrE-CHAIRMAN: Shall the clause carry? 

Carried. 


Clause 126? 


By Mr. Quelch: 


Q. May I ask a question here? Can a man who has absconded to the 
United States be extradited and can the trustee attain control over the assets : 
he took with him to that country? The case I have in mind is where an 
American comes to this country, makes a small down payment on a plant, works 
it a short while and allows payments for wages and raw materials to fall in 
arrears. He then clears out of this country. What recourse would the trustee 
have, that is before a petition for bankruptcy has been filed?—A. As far as 
extradition is concerned, Mr. Fleming has a piece of paper on which I had 
written some words from the Extradition Act. 3 

Mr. Fiemine: The first schedule simply refers to “offences against bank- 
ruptcy, and insolvency law.” 


By Mr. Quelch: 

Q. If he absconds before the petition is filed but the petition is filed shortly 
after he leaves— —A. You are discussing the bankrupt? 

Q. Yes, but at the time he leaves the petition has not been filed. As soon 
as he leaves the petition is filed—A. It would not necessarily follow that it was 
not an offence against bankruptcy or insolvency law. I would want to have a 
look at the act in the face of the exact position which you have outlined. 

Q. Would it make any difference as to whether the petition had been filed 
prior to the time he absconded?—A. I should think that would definitely settle 
the qtestion because then his obligations under the Bankruptcy Act would have 
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Q. I understand there have been some cases of that kind?—A. The chair- 
man points to clause 156(8) which makes it an offence. 

“Any bankrupt who—afiter or within six months next preceding his bank- 
ruptcy fraudulently conceals or removes any property of a value of fifty dollars 
or more or any debt due to or from him—” 

Now it seems to me that is your case. The man has fraudulently removed 
property and assuming that it is within six months next preceding bankruptcy 
then it is a bankruptcy offence. I am not sure but what even without such 
assistance we could fix him with some bankruptcy offence that would cover the 
situation and make him extraditable. As far as recovering that property is 
concerned it is a practical question and the difficulties are perhaps as much 
practical as legal. Once the trustee had established his title tothe property 
then he could pursue it in the United States in the same way'that any person 
in Canada who is entitled to property in the United States can pursue that 
property. Just how effective the measures that he took would be in getting 
the property back is something I would not express an opinion upon. We have 
not got enough facts here to pass upon that. 


The Vick-CHAIRMAN: A judgment taken in one of the provinces of Canada — 


cannot be executed in the ‘United States. You must start all over again. 
Mr. Hunver: Can you not sue on the judgment in the United States? 


The Vick-CHAIRMAN: Yes, but you have to prove the claim just the same’ 


as in any Canadian court. 

Mr. QuELcH: Have there been any cases where the trustees have been able 
to get control of property in the United States? 

The Witness: I cannot tell you. 

Mr. Fiemine: There are states where reciprocal laws exist with regard to 
outside judgment. 

The Witness: My impression is, that although the situation varies from 
place to place, generally speaking if a defence is not put in you can get the 
judgment on the foreign judgment. If the defendant is so minded however 
he can come in and raise any defence that he could have raised in the original 
action. 

Mr. Quetcu: After an individual has been brought back to this country, 
if the trustee can prove certain property has been removed— 

The Witness: Then you can pursue that property, but the practical diffi- 
culties of actually getting it may be very considerable. 

The Vice-CHAIRMAN: Is clause 126 carried? 


Carried. 


Clause 127. As this is a new point perhaps Mr. MacDonald could, in a 
few words, explain the procedure. 

The Witness: The: first subclause contains one of the important new 
elements. “The making of a receiving order against, or an assignment by, any 
person except a corporation operates as an application for discharge, unless the 
bankrupt, by notice in writing, files in the court and serves upon the trustee a 
waiver of application before being served by the trustee with a notice of his 
intentions to apply to the court—” 

It automatically starts discharge procedings at the time of bankruptcy. 
The reason for that is explained in the note on the opposite page. One of the 
purposes of the change in the clause is to bring about a situation where more 
bankrupt persons will obtain their discharges than have done so in the past. 

Mr. Ricuarp (Gloucester): Is there not a mistake in subclause 5—the word 
“to” being left out before-the words “the bankrupt”? 
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The Wirness: I think that the repetition of the preposition is understood. 

Mr. Ricuarp (Gloucester): Oh, I see. The hearing may be opposed, is that 
the idea? 

The Wirness: Yes. 

The Viczu-CHaAiRMAN: Do you know the reason for the Bar of the province 
of Quebec suggesting that the trustees’ fees on application should be determined 
in advance? Has there been any undue charging by trustees on application for 
discharge? 

The Wirnuss: I will just see if I can lay my hands on their comments. 
Perhaps I may answer off the record. 

(Answer given off record.) 


By Mr. Richard (Gloucester): ! 
Q. “Any person”; does that mean the bankrupt as well? 
‘The Vice-CHAiRMAN: Where is this? 


By Mr. Richard (Gloucester): 


Q. (6) If the trustee does not appoint any other person, would that mean 
the bankrupt?—-A. That is to meet the contingency... 


By Mr. Cannon: 

Q. The duties of the trustee are to Hei the bankrupt to get his discharge. 
You say: should it be the bankrupt himself? No, it could not be the bankrupt 
himself who would be left to fill the duties of the trustee. It would be incom- 
patible—A. Reverting to that question about representations made by the 
Quebec Bar, the only reference I have here is to the previous proceedings held 
before the Senate committee. And the only comment there is that the court 
should determine in advance the trustees’ fees in connection with the request 
for discharge. And that is not amplified. 

The Vicn-CHaAtRMAN: No, it is not. I read the report of what happened 
before the Senate committee, and it is not amplified. But surely there have 
been some abuses. Would it be possible, when the court renders a judgment 
upon the application for discharge, that the fee be fixed by the court in the 
same judgment. ,It does not have to be in advance, as mentioned here in the 
compendium, 


By Mr. Hunter: 
Q. Under subclause (4) it says that the rustee may require funds to be 
deposited. I cannot imagine a trustee if he has not any funds on hand not 


asking for them. 


By the Vice-Chairman: 
Q. Of course he will. —A. It is the intention that the fees will be fixed by 
tariff under the Act. 
Q. You have special rules. Oh, that is different. I am satisfied. It is not 
presently in foree—A. No. 


By Mr. Fulton: 
Q. I am surprised at these two sentences in the explanatory note to 
clause 127: 
From the beginning of bankruptcy legislation there has been a 
gradual evolution in the attitude of the public towards bankrupts until 
at the present time creditors are held more or less equally responsible 
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with bankrupts for their debts. If the Bankruptcy Act is to serve its 


intended purpose to give bankrupts an opportunity to rehabilitate — 
themselves as useful citizens, more responsibility must be accepted to ~ 


create that opportunity for ‘the eae by providing an automatic 
procedure for his discharge. 


As to the first sentence I read, I would almost be prepared to say that 
I take exception to it, or that I differ quite strongly from it—A. The trend which 
it indicates, I think, is quite true. It may be that the concluding words carry the 
thought further than it should have been carried. If they had simply read: 
“from the beginning of bankruptcy legislation there has been a gradual evolution 
‘in the attitude of the public towards bankrupts”, it might have been better. 


Mr. Cannon: It is an extraordinary statement. 


By Mr. Fulton: 


@. The explanatory notes do not affect the operation of the Act. But 
I wonder, in view of the explanatory notes and the purpose which the Act is 
intended to accomplish, whether it is not being made a little too easy for a 
bankrupt to obtain his discharge. I know in the past there has been some 
feeling that the Bankruptcy Act in general makes it rather easy for him. 
—A. The provisions to which this note refers do actually reflect the suggestion 
in the note. I would like to state that this explanatory note goes back to Bill A5 
which was introduced in 1946. The idea contained in the last words is the 
idea of which you are afraid—if I may put it that way. I do not think it is 
reflected in the actual provisions of the Act. 


By Mr. Macdonnell: 


Q. There is no suggestion of a subscription—A. No, and it does not reflect 
itself in the administration of the office. I can assure you of that. The purpose 
of clause 127 and those provisions is rather to ensure that the bankrupt who is 
entitled to take his discharge will take his discharge, rather than to soften the 
conditions under which he can get his discharge. 


By Mr. Fulton: 

@. And what about this one provision which is suggested by the Toronto 
Board of Trade, the Creditmen’s Trust Association Limited, the Canadian Bar 
Association, the Quebec division of the Canadian Creditmen’s Trust: Association 
Limited, and the Law Society of Upper Canada, that the estate should not 
bear the costs of the application? It does seem to me that if the man can make 
ian assignment and go through bankruptcy and then have the costs of his dis- 
charge paid at the expense of the creditors, perhaps it is making it a little too 
easy for him to get his discharge. 

Mr. Hunter: Again, subclause (4) would indicate that they expect to get, 
in many cases, funds or a guarantee of them from the debtor. 


By Mr. Macdonnell: 

Q. After all, if a man is not going to show some interest in himself, or take 
some interest in himself, is there any purpose in insisting that he be no longer 
a bankrupt? The rather odd words to which Mr. Fulton referred suggest to me 
that there is a great deal to be said for putting a man back on the street, 


provided he has got enough sense to know that he wants to be back on the 


street. If he does not know, then why ask other people to pay for it? 


By Mr. Fleming: 
Q. I am not very convinced that we should have this automatic feature put 
in for the benefit of the bankrupt im relation to his application for discharge. 
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We have been told in the compendium of the formidable list of bodies which 
made representations against it. May I ask what other bodies recommended in 
favour of this automatic procedure? We are told that there is an American 
precedent for it, but what Canadian groups have asked for it?—A. I cannot 
point to any representations made by any bodies for that change. It is a provi- 
sion that was developed in the department over a period of some time and it is 
patterned on the United States’ provision. 

Q. There is no counterpart to it in England, is there?—A. Not that I am 
aware of. 

Q. I do not know whether you want to let this stand for further consideration 
at the present time, Mr. Chairman, but I would not be prepared as at present 
advised to support it. 


By Mr. Fulton: 


(. Before this is allowed to stand, if that 1s the suggestion, I suppose it is 
correct to assume that because this onus is now placed upon the trustee, the only 
source of funds to pay for the application would be the estate of the bankrupt. 
It is not specifically provided, is it?—A. That is correct. 


By Mr. Cannon: 


Q. At the present time, under the present Act, Mr. MacDonald, is it the 
bankrupt who has to pay for his applieation for discharge?—A. Yes. 

Q. Then why not let him pay for it? Why should the creditors pay for it? 
I approve of the principle of the thing; I approve of the making of the appli- 
cation; but at the same time I think a lot of people never apply for discharge 
because they do not know about it, they do not know about the procedure 
starting automatically. I think it is a good thing. The actual obtaining of the 
discharge is not made any easier. The rules would be about the same as they 
are now. But I wonder if it is wise to put the cost of it on the creditors. 


By the Vice-Chairman: 


@. The suggestion of the Canadian Bar Association is that the bankrupt 
be required to pay in advance the cost of the application.—A. May I add a word 
by way of explanation, not by way of advocacy, but nevertheless on the other 
side of the ledger. There may be a certain amount of feeling that the trustee 
has lost all his assets in the course of ordinary commercial risk. 


By Mr. Fleming: 

Q. Don’t you mean the bankrupt?—A. The debtor, I am sorry; the debtor 
has lost all of his assets in the course of ordinary commercial risks which would 
have served to benefit not only himself but other members of the community, 
and that there may be certain grounds for saying that he should be entitled 
to the cost of his discharge out of what was, up until this time, his own estate. 
I put that to you because I think it is the case for the debtor. 

Q. We must remember that the debtor has not been idle in the meantime, 
presumably; and if he is deserving of being relieved from the burden of debt, 
surely it is not too much to expect of him that he will first of all show enough 
interest in his own future to apply for his discharge; and in the second place, 
that he be prepared to pay the cost. The cost would not be unduly heavy, unless 
there were adjournments. These orders are made to take effect at a postponed 
date. 


The Vice-CHAIRMAN: Would it be satisfactory to the committee if I asked 
Mr. MacDonald and Mr. Larose to prepare—without saying that we are going 
to adopt it—an amendment, or a redraft of the clause in order that the suggestion 
of the Canadian Bar Association that the bankrupt be required to pay in advance 


allah eal 
ef 


the cost of his application be included in this clause? Then we will let it stand? 
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Mr. Futron: Not necessarily pay in advance, but that the ee be 
responsible for the cost. 

The Vicr-CHaiRMAN: As you like, yes. 

Mr. Macponnetu: In England, where they provide you 1 with dentures and 
wigs, they have not done this yet. 

The Vick-CHAIRMAN: We will let the clause stand. 

Mr. QuetcH: Could we refer again to clause 126? 

Clause 126, subclause (1) reads: 

The court may by warrant cause a bankrupt to be arrested, and any 
books, papers and property in his possession to be seized, and him and 
them to be safely kept as directed until such time as the court may order, 

“And him kept”. What does that mean exactly? 

The Vice-CuarrMAN: As far as he is concerned he will be in jail and as far 
as the papers will be concerned they will be in custody. 

Mr. QueutcH: Well, how long can they keep him in jail,—as lone as the 
court directs,—until he is granted a discharge? 

The Vicr-CHairMAN: After forty-eight hours he will have to appear before 
a judge, I believe. Otherwise they take the risk of a habeas corpus writ. 

The Witness: That would have to be covered in the direction of the court. 

Mr. QueLtcH: That is all. 

Mr. Fremine: Mr. Chairman, while we are on clause 127, |.wonder if we 
might ask Mr. MacDonald to consider what amendment would be required 
in this or any other related clauses if we decided not to favour automatic 


application procedure. 

The Vick-CHAIRMAN: We would have to go back to the old Act. 

The Wirness: That would not be extensive. I could not say what sections 
would be affected but I will-run over them and see. 

Mr. AsHpournn: Mr. Chairman, I would like to know the cost of the 
discharge, as well. The average cost, say. 

The Witness: We would hope by tariffs to keep it down to,—this is neces- 
sarily a very rough estimate—to let me say $75 in the average case. 

Mr. Beuzite: Fees and disbursements, or fees? 

The Wirnuss: Fees and disbursements. 

The ViczE-CHAIRMAN: That is very low. 

Mr. Breuzite: Fair enough. 

Mr. FLeminc: That might be a starting point. You contemplate a very 
simple case, probably an unopposed application? 

The Witness: I said the average case or the ordinary case. 

The Vicz-CHarrMAN: I thought it was the average fee. 

Mr. Fiemine: I was wondering if you mignt add unopposed application. 

Mr. Hunter: There would be a lot more opposed applications, I think, when 
this thing is brought up so early. And I should think the discharge as given 
would be given upon certain terms and conditions as to times and so on. 

The Vick-CHAIRMAN: We will have to let clause 128 stand also. 

Mr. Fuiron: Clause 128 stand? Why? 3 

The VicE-CHAIRMAN: Because it is the same procedure; we will have to 
let clause 128 stand. 

The Witness: No, I think clause 128 could be dealt with. 

_ The Vicr-CHaAIRMAN: There is no material change of the old Act? 
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Mr. MacponneELu: There is a lot of odd wording in clause 128 about the 
middle of subclause (1): 

The trustee shall prepare a report in the prescribed form as to the 
affairs of the bankrupt, the causes of his bankruptcy, the manner in which 
the bankrupt has performed the duties imposed on him under this Act 
or obeyed the orders of the court, and as to his conduct both before and 
after the bankruptcy, and whether he has been convicted of any offence 
under this Act, together with any other fact, matter or circumstance that 
would justify the court in refusing an unconditional order of discharge— 

Mr. Cannon: In case there should be facts that would justify the court in 
refusing the discharge. 

Mr. Fuemine: To be sure of getting those facts before the court. 

Mr. Hunter: But on the wording of this it looks as if it has to be shown 
that he has been convicted of an offence to refuse it, does it not? 

The VicE-CHAIRMAN: Clause 128 carried? 

Mr. Hunter: Just a minute now, does that mean that before he can refuse 
it it has to be shown that he has been convicted of an offence? 

Mr. Cannon:, No, I do not think so: 

whether he has been convicted of any offence under this Act, together 
with any other fact, matter or circumstance that would justify the court 
in refusing an unconditional order of discharge— | 

Mr. Hunter: That makes it even stronger, does it not? 

Mr. Cannon :— 

and whether he has been convicted of any offence under this Act, together 
with any other fact, matter or circumstance that would justify the court in 
refusing an unconditional order of discharge— 
It is just the English, the word “whether” in the construction of the paragraph. 
You were saying that unless you show he has been convicted of an offence and. 
these other matters after— 

The Witness: Oh, I see what you mean. I could not quite follow that before. 
“Whether” there, simply means whether he has not been convicted of an offence 
under the Act and it is just one of the things you have to indicate and then you 
go over to clause 129: 

the court may either grant or refuse an absolute order of discharge— 


It does not say that if you show an offence that the application must be 
refused. 

Mr. Cannon: I still think that you have a point there, Mr. Hunter; that 
the drafting is not good. If I may point it out here: the trustee shall prepare a 
report in prescribed form as to the affairs of the bankrupt, the causes of his bank- 
ruptey, the manner in which the bankrupt has performed the duties imposed and— 
“As to” should be understood there. Now I think “whether” is not good. When 
you come to the word “whether”, I think you ought to alter that to fit in with 
the words “as to”. 

Mr. Macponnetu: “He has been convicted”—that might mean there that 
he would have to have been convicted of an offence, and also of any other facts 
which would be linked to any other fact, matter, or circumstances. I do not think 
it is clear. Instead of having “together” you should repeat “as to” and have it 
read “as to any other fact, matter or circumstance”. 

Mr. Hunter: That would at least make it a. little more Christian. 


Mr. Cannon: “As to” would be better, I think. 
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The Vice-CuHarrMAN: I understand you moved the amendment, Mr. Hunter, 
seconded by Mr. Cannon, that the words “together with” in line 7 of clause 128, — 
subclause (1), be replaced by the words “and as to”’. 

Mr. Macponneitu: Where does that come in? 

The Vick-CHAIRMAN: In line 6. 

Mr. Cannon: And before the. word “whether”; and “as to whether” in 
ine 6. 

The Vice-CHAIRMAN: Pardon me, what is your amendment in line 6, 
Mr. Cannon? 

Mr. Cannon: Mr. Macdonnell suggests that we also add an “as to” in 
line 6. I think we would clarify that section if we did. 


Mr. Hunter: I think there should be some kind of punctuation after the 
word “circumstances” to show you have a series; at least a comma after the 
word “‘circumstances”’. 

The Vick-CHAIRMAN: Oh, I see where you mean, in line 8. 

Mr. Hunter: Just to make it English, I think. 

The Vick-CHAIRMAN: Or even French. 

Mr. Hunter: I do not think that is correct: ‘the manner in which the . 
bankrupt has performed the duties imposed on him under this Act or obeyed 
the orders of the court, and as to his conduct both before and after the 
bankruptcy, and whether he has been convicted of any offence under this Act, 
together with any other fact, matter or circumstance’—that is where I think 
the comma should come in. 

Mr. Fiemine: Those three things stand on their own ground. 

Mr. Hunter: Yes. 

Mr. Fiemine: That is a residual clause. We have the words, “any other 
fact, matter or circumstance”. To what does that relate? 

The Witness: It relates back to all the previous factors. They have to be © 
included in any report, not only in the report of an offence under the Act. 

Mr. Macponne.tu: Could we have the amendment read, please? 

The Vich-CHarrRMAN: Then it would read: 

The trustee shall prepare a report in the prescribed form as to the ~ 
affairs of the bankrupt, the causes of his bankruptcy, the manner in 
which the bankrupt has performed the duties imposed on him under this 
Act or obeyed the orders of the court, as to his conduct both before and 
after the bankruptcy, as to whether he has been convicted of any offence 
under this Act, and as to any other fact, matter or circumstance that 
would justify the court in refusing an unconditional order of discharge, 
etc, 


Mr. Cannon: Wait just a moment. In line 5 we should take out the words 
“and as to”. If you leave them in you are just repeating. 

The Vick-CHAIRMAN: Yes. 

Mr. Cannon: And it is really covered by the “and as to” before it. 


The Vice-CHatRMAN: Oh, I see what you mean; take one out and put 
one in. 3 : 


Mr. Cannon: I think it would be better to do that. 
Mr. Hunter: Will you take the others out, or leave that one in? 
Mr. Cannon: The “and as to”. 


The Vice-Cuamman: What did we do? Did we delete the words. “and 
as to” line 5? : 


, 
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Some Hon Members: No. 
The Vick-CHAtRMAN: We don’t? All ren I do not believe the French 
version should be changed. 


Mr. BeuzitE: No. 


The Vicr-CHaAmRMAN: The French text cannot be better than it is now. It 
carries the same meaning and should not be touched. 

Mr. Hunter: We will leave it to Mr. Lesage, he is the authority on the 
French version of the Bill. 

The Vicr-CHAIRMAN: No, I am not the only one, there is also Mr. Belzile— 
perhaps others. 


The Witness: ‘Could we just have those changes? 

The Vick-CHAIRMAN: Oh yes; the first one is in line 6—‘‘and as to whether”. 

The Witness: ‘And as to whether’, not taking out the word whether? 

The Vick-CHAIRMAN: No; and in line 7— 

The Witness: Taking out “together with’— 

The Vick-CHairMaAN: And putting in, ‘and as to”. - 

The Witness: Putting in “and as to”, 

The Vice-CHairMAN: Yes. Now, the French version should not be changed. 

Mr. Fuuron: Is that carried? 

The Vick-CHAIRMAN: That is up to you members. 

Carried. ; 

Mr. Fuuron: I would like to ask a question with regard to subclause 2 
before the clause as amended carries. 

The Vich-CHAIRMAN: Yes. 

Mr. Fuuttron: Does that contemplate two different types of application, 
when an application is pending the trustee shall file the report in the court not 
less than three days—and so on; and then later on, “and in all other cases the 
trustee, before proceeding to his discharge, shall file the report in the court and 
forward a copy to the superintendent”. Does the first application refer to the 
application of the discharged bankrupt and the second one to the discharged 
trustee? 


Mr. Beuzite: The beginning of the section says, ‘‘when an application is 


| pending”. 


Mr. Futron: Yes, and then in any other case; what are the other cases 
when an application is not pending? 

The Vicr-CHAIRMAN: Suppose a trustee ceases to act before he has made a 
distribution. I do not know of any other case that could be provided for. 


Mr. Cannon: Well, the application is pending by clause 127 as passed; the 
application would be automatically pending unless the bankrupt waives—all the 
other cases are where the bankrupt waives. 

Mr. Hunter: That is where the trustee retires. 

The Wirness: The situation, Mr. Chairman, is this: where an application 
is made for discharge before the trustee takes action for his own discharge then 
he files a report in the court and in less than three days’ time forwards a copy 
to the superintendent; but if no such application is made for discharge of the 
debtor, then before he takes his own discharge, he files a report in court anyway, 
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with a copy to the superintendent so that it will be there to await consideration 
when the debtor makes his own application. k 

Mr. Cannon: Would it not. be better after the debtor gets his own dis- 
charge? Wouldn’t that cure it? 

Mr. Fuuron: Why have the second part in there at all? Why not leave it 
“applications pending”, which would cover both the application for the dis- 
charge of the bankrupt and the trustee; and then cause him to file his notice 
within the named number of days set for the hearing of the application. 

The Vick-CHAIRMAN: Suppose the trustee retires— 

Mr. Fuuton: Then he has an application for his own discharge. 

Mr. Cannon: No, Mr. Fulton, this whole section applies to discharge of the 
bankrupt only. 

Mr. Fuutron: It does not say so. 

Mr. Cannon: Yes, at the beginning of the section. 

The Vice-CHairMAN: Clause 129, is there anything on 129? 

Mr. Hunter: I don’t know—are we going to go on forever today? 

The Vicn-CuamMaAn: There are a few clauses coming up on which there 

have been no representations and no substantial change is proposed. 


Mr. Macponnew: Is it a matter of final and settled policy that 50 cents on 
the dollar shall be the figure? 


Mr. Cannon: It is the same as it was in the old act. 

Mr. Macponnetu: I know, but has there been any. question raised over it? 

The Vice-CHAIRMAN: No. | 

Mr. Cannon: What has happened to clause 128? 

The Vicr-CHAIRMAN: Clause 128 as amended is carried is it not? 

Carried. 

Clause 129? 

Carried. 

Clause. 131? 

Carried. 

Clause 132? 

Carried. 

Clause 1383? 

‘Carried. 

Mr. Macponnetu: May I go back to 130 (a) and ask Mr. MacDonald 
to explain to us the real significance of the last five lines—“unless he satisfies 


the court that the fact that the assets are not of a value equal to 50 cents in the 
dollar on the amount of his unsecured liabilities—” ete. 


The Vick-Cuarrman: It is a matter for the courts to decide, Mr. Macdonnell, 
but there is a whole volume of jurisprudence on the subject. 

The Witness: I think it can be exemplified without getting into uncertain 
ground. I suppose the outstanding case would be where a debtor came in and 
said that when he went into bankruptcy there was almost 90 per cent but the 


trustee has mishandled the estate. 
By Mr. Macdonnell: 


ats That is what I want to know. In other words, these last lines really 
just refer to inefficient realization of the bankrupt’s assets?—A. I would not say 
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that they were restricted to that, Mr. Macdonnell. I gave it as an example but 
I would not say that they were restricted to that. | 

: Q. On the face of it this says that a man shall not be discharged unless he 
pays 50 cents on the dollar. 

The Vick-CHAIRMAN: He can always argue that the fact that the sale of 
his assets was forced is a reason why the trustee cannot get 50 cents on the 
dollar. That is usually one of the reasons put forward. 

Mr. Cannon: I can think of a case where a fellow might have $50,000 of 
assets and only $5,000 of debts but, if he had a fire and the loss was not covered 
by asurance he would not be able to pay a cent and he would say that was due 
to circumstances over which he had no control. 

Mr. Macponnetu: Do we approve of the principle that a good man shall 
not be discharged unless he pays 50 cents on the dollar? 

The Vick-CHAIRMAN: The court has complete jurisdiction. 

Mr. Macponneuu: Yes and no. 

The Vick-CHAIRMAN: It is very seldom that you hear of a case where there 
is 50 cents on the dollar paid. 


Mr. Beuzize: It is the general rule but the court can make exceptions. 


Mr. Macponnetu: If he has incurred debts foolishly can he just say that 
he has done so? 


The Wirness: It does not necessarily result in a refusal of the discharge. 
If you will look at clause 129 (2), what the court may do on proof of any of 
these facts is first to refuse the discharge, second to suspend the discharge, or 
third to grant the discharge but require the bankrupt to perform such other 
acts as the court directs. 


The Vick-CHArRMAN: Shall clause 134 carry? 


Mr. Beuzite: I would like to find out how you read clause 134 in the light 
of clause 96 and clause 60 (3)? Clause 96 is quite drastic. It says that the wife 
or the husband as the case may be of a bankrupt is not entitled to claim a divi- 
dend as a creditor in respect of any property left by the wife or by the husband 
for the purpose of the business. 


Mr. Hunter: This would appear to be a qualification? 
Mr. Fuuron: I do not see any conflict there? 
Mr. Bruztue: Yes, it would qualify 93. 


The Witness: While clauses 60 (3) and 134 relate in part to settlements 
they refer to different consequences of those settlements. 60 (3) says provisions 
voiding certain settlements will not apply to the classes mentioned, including 
settlements before and in consideration of marriage; but notwithstanding that 
it is not voided under clause 60, if you say that in the case of such a settlement 
a settlor was not at the time of making the settlement able to pay all his debts 
without aid of the property comprising the settlement, that will affect the question 
of his discharge. We say in effect we will not set this settlement aside, that 
would in the circumstances be unjust, but we will take into consideration, as 
affecting your discharge, the question of whether you should have made the 
settlement, whether you had sufficient property. 


| Mr. Beuzite: Supposing that in the marriage contract the wife has a special 
provision indicating that she will lend to her husband the sum of $5,000 to enable 
him to start or carry on a business. They are married but separated as to 
property. The clause of their marriage contract specifies that they will be 
separate as to property and if the wife has loaned $5,000 to start her husband 
in business— 


The Vice-CHAIRMAN: She can claim under clause 96. 


——s 
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Mr. Beuziute: Is it not a terribly drastic proposition? 

The Vicr-CHairMAN: She took a risk, didn’t she? 

The Wrirness: They are so closely associated that you must look at them 
almost as a unit. 


By Mr. Belzile: 


Q. There is no unit at all according to the civil law; they are separate as to 
properties; the wife administers her own property and ‘assets and the husband 
does the same with his——A. At law, yes, but in practice, and I think the point 
was very well brought out by one of the members this morning—if the husband 
or wife could claim under circumstances like that there would be no way of 
controlling the situation or ascertaining whether it was a valid claim. 

Q. It is easy to prove. The wife says I have my own property which is 
composed of $50,000 which I ee from my father—A. No, but it does not 
turn that way. 

Q. Suppose las a wife loan my husband $5,000 to start in business.—A. I He 
not think it turns on the question. of whether or not they are separate as to 
property. It turns more on the relationship, the very close relationship between 
them as husband and wife. 

Q. And then take another case. A man and wife being married have 
community of property, to be common property. Now, in our law, they are three 
persons, the husband, the wife, and the community——A. May I suggest that 
I do not think that the reason for this clause 96 springs out of any matter such 
as community of property, or being separated as to property. It springs from 
the very practical problem of business relationships between spouses. 

Q. Could not there be some way to make it possible that the wife or the » 
husband could? Here you just throw it out, that is all. I think it is terribly 
drastic. 

Mr. Hunter: I do not see it. If my wife is sympathetic or foolish enough 
to lend me $5,000, then if I lose it, she loses it, too. 

Mr. AsHspourNnE: The point brought up this morning was with reference 
to services and wages. I am inclined to agree with Mr. Belzile. 

Mr. Beuzite: It is money which is loaned or entrusted by the wife to the 
husband. Suppose a wife inherits money from her father. It is her property 
which, according to the law of the province of Quebec, belongs entirely to her as 
a wife. Then she loans that money to her husband, and she goes before a notary 
public and she makes a perfect contract, and the contract is valid according to the 
law of the province. eae 

Mr. Cannon: Is it? That is the point. Is there not a change being made? | 

Mr. Beuzite: No, it is entirely valid according to the law of the province 
for a woman to loan money to her husband. So they make a note or contract or 
obligation. 

. Mr. Futton: Your objection is not under clause 34. 

Mr. BeuzitE: No, it is under clause 96. 

The Vick-CHAIRMAN: We have a system in the province of Quebee which 
is known as the Lacombe law. 

Mr. Beuzite: Yes, and I have been administering it for years. 

The VicE-CHAIRMAN: And you know what the number of abuses are, 

Mr. Beuzite: No, I do not object to the part about wages, salary or com- 
pensation. But the drastic part is in respect of property loaned or entrusted by 
a wife. I object to that. 


Mr. Hunter: There is a different relationship there. 
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Mr. Beuzite: Take a husband. I know of a uae phere a man was declared 


to be bankrupt. His wife had loaned him money, perfectly good money wnich 


y 


belonged to her. But due to the marital relationship, the wife would have 
found herself in a very difficult situation if she had refused to lend the money to 
her husband. That is the trouble. 


The VickE-CHAIRMAN: Marriage is a common venture. 


Mr. Beuzite: Suppose my wife is worth $100,000. ‘Then suppose I drive 
my car out on the street and I hit or run over a child. Thereupon someone sues 
me for $10,000. I have not got a red cent. So I go to my wife and I say: “Lend 
me or let me have $10,000 so that I may be cleared of the court action”. So she 
lends the money to me and I am able to effect a settlement with the father of the 
child and everything is all right. But suppose six months later somebody comes 
along and files a petition in bankruptcy against me and I cannot answer it. So 
I am declared to be a bankrupt and I lose everything and my wife loses every- 
thing as well. 


Mr. Macponng.u: Mr. Chairman, can you see a quorum? 
Mr. Hunter: I move we adjourn. 


The VickE-CHAIRMAN: Very well. We stand adjourned until tomorrow 
morning after the orders of the day. 
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Hovuss or COMMONS, 
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The Standing Committee on Banking and Commerce met this day at 
11.30 a.m, The Chairman, Mr. Hughes Cleaver, presided. 


Members Present: Messrs. Belzile, Bennett, Cannon, Cleaver, Dumas, 
Fleming, Fulford, Fulton, Gour (Russell), Hellyer, Laing, Lesage (Vice-Chair- 
man), Macnaughton, Prudham, Quelch, Stewart (Winnipeg North) .—16. 


In attendance: Messrs. T. D. MacDonald, Superintendent of Bankruptcy 
and J. 8. Larose, office of Superintendent of Bankruptcy. 


Consideration resumed of Bill No. 149, An Act respecting Bankruptcy. 


The following clauses were carried, subject to reconsideration at the request 
of any member: 136 to 144, (both inclusive); 146 to 152 (both inclusive) ; 
154, 155. The following clauses stand for re-drafting by the Superintendent 
of Bankruptcy: 135, 145 and 153. 


Clause 145 (1), on motion of Mr. Lesage, 
Resolved,—That this clause be amended by striking out 145 (1) and 
substituting therefor the following: 


“Any order made by a court exercising jurisdiction im bankruptcy under 
this Act shall be enforced in the courts having jurisdiction in bankruptcy 
elsewhere in Canada in the same manner in all respects as if the order had 
been made by the court hereby required to enforce it.” , 


Clause, as amended, carried. 


The Committee adjourned to meet again this day at 3.30 p.m. 


AFTERNOON SESSION 


The Committee resumed at 3.30 p.m. The Chairman, Mr. Hughes Cleaver, 
presided. 


Members present: Messrs. Ashbourne, Belzile, Bennett, Cannon, Cleaver, 
Fleming, Fulford, Fulton, Gour (Russell), Hellyer, Hunter, Lesage (Vice-Chair- 
man), Prudham, Quelch, Richard (Ottawa Hast), Stewart (Winnipeg North). 
—16. 


In attendance: As at morning session. 
Consideration resumed of Bill No. 149, An Act respecting Bankruptcy. 


The following clauses were carried, subject to reconsideration at the request 
of any member: 157, 158 (as amended) ; 159—162; 164, 165, 166 (as amended) ; 
167—174 (both inclusive); Schedule. The following clauses stand: 156(a), 163. 
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Clause 156(a), stands for re-drafting by the Superintendent of Bankruptcy. 

Paragraphs (6) and (c) carried. 

Paragraph (d), on motion of Mr. Fulton, 

Resolved,—That after the word “or” there be inserted the words “knowingly 
makes”. 

Paragraph (e), on motion of Mr. Lear 

Resolved,—That in the first line the word “six” be deleted and the word 
“twelve” be substituted therefor. 

Paragraph (f), on motion of Mr. Lesage, 

Resolved,—That in the first line the word “six” be deleted and the word 
“twelve” be substituted therefor. 

Paragraph (g), on motion of Mr. Fleming, 

Resolved,—That paragraph (g) be struck out. 

Paragraphs (h) and (z) to be re-letteréd (g) and (h). 

New paragraph (h), on motion of Mr. Fleming, 

Resolved,—That in the first line the word “six” be deleted and the word 
“twelve” be substituted therefor. 

New paragraph (h), on motion of Fr. Fleming, 

Resolved,—That in the first line the word “six” be deleted and the word 
“twelve” be substituted therefor. 

On motion of Mr. Lesage, 

Resolved,—That, in the 43rd line, after the word “years” there be added 
the words: “and the provisions of section 1085 of the Criminal Code shall not 
apply”. 

Clause 156, as amended, agreed to. 

On Clause 158(1), on motion of Mr. Lesage, 


Resolved,—That paragraphs (a) and (b) be deleted and the following 
substituted therefor: 

‘“(a) being engaged in any trade or business, at any time during the two 
years immediately preceding his bankruptcy, he has not kept and preserved 
proper books of account, or’ 


Paragraph (c) will be re-lettered (b). 
Clause, as amended, agreed to. 


On Clause 166, on motion of Mr. Cannon, 


Resolved,—That subclause (4) be amended by inserting after the word 
“Rules” the words: “shall have effect as if enacted by this Act and” 


Clause as amended agreed to. 


The Committee adjourned at 5.55 p.m., to meet again tomorrow, Friday, 
2nd December, at 11.30 a.m. 


T. L. McEvoy, 
Clerk of the Committee. 


EVIDENCE 


House of Commons, 
December 1, 1949. 


The Standing Committee on Banking and Commerce met this day at 11:30 
am. The Chairman, Mr. Hughes Cleaver, presided. 


Mr. T. D. MacDonald, K.C., Superintendent of Bankruptcy, recalled: 


The CuHarRMAN: Order, please. Clause 135. Any recommendations on this 
clause? 
Carried. 


Mr. Furmine: No. I wonder if we could hear a little more about the 
representations from the Toronto Board of Trade ane the Bar of Quebec, which 
were not adopted? 

The Witness: What clause is that? 

Mr. Fiemine: 135 (1). 

The Witness: Suggested by the Toronto Board of Trade that 131 (1) (a) 
be deleted This was adopted in part, the section covering taxes and interest 
having been abandoned ‘but not the provision relating to a fine or penalty or a 
debt arising out of fraud or misrepresentation and so on, it being felt that these 
items should be retained 

Mr. Fiemine: Mr. Justice Urquhart wanted 37 (1) (d) restored. Is the 
debtor liable for the necessaries of life? | 

The Witness: The suggestion by Mr. Justice Urquhart that 137 (1) (d) 
should be restored was not adopted’; alimentary debts ere not entertained under 
the United States Act, the Australian Act or the Scottish Act. 

Mr. Fiemine: Are they under the English Act? 

The Witness: The English Act situation is not covered here. 

The CuHatrmMan: What type of living expenses had you in mind, Mr. 
Fleming, that you thought should not be excepted? 

Mr. Fiemine: I did not have anything in mind, I just wanted to explore 
the reason back of this dropping of 1387 (1) (d). — - 

The CHARMAN: Yes. 

Mr. Fiemine: Apparently Mr. Justice Urquhart, who has had a good deal 
to do with the interpretation of this Act, did not like the idea of dropping those 
provisions. I was wondering what were the causative reasons for it, apart from 
the American, Australian and Scottish precedents. 

The Wrirnsss: It was just a question of preference for those provisions as 
compared with the present provisions, Mr. Fleming. 

Mr. Fiemine: Well, it puts the butcher, the baker and the grocer in a 
better position. 

The CuHarrMan: That type of thing is not carried on in this type of case. 
So far as the baker, the milkman and so on are concerned, I rather anticipate 
that in most cases business of that type is now carried on on a cash basis. 

Mr. Lesage: Oh no, Mr. Chairman, I would hardly agree with that. 
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Mr. Cannon: Should that not be covered by the other clause there, (e), 
“any debt or liability for obtaining property by false pretences or fraudulent 
misrepresentation; or’. 

Mr. Fiemine: Apparently not. 

Mr. Cannon: Well then, who is responsible for feeding his family? 

Mr. Lusacm: Yes, or supposing this family is in boarding school, would the 
cost of that board be included under 135 (LY Ae)2 

The Wirness: The original intention of that was to cover such things as ~ 
maintenance, such as are covered by a maintenance order in a provincial court, 
for instance, where the parties were living apart. 

Mr. yee What about (6) then? 

Ture Witness: There would be maintenance orders falling short of the tech- 
nical description of alimony; you take an order granted in a provincial court 
under a provincial act, it is often not an order for alimony. 

Mr. Fiemine: That raises an interesting point as to what was the under- 
standing back of 135 (1) (c). The interpretation Mr. MacDonald has just put 
on it now would mean that was a liability to the wife and family. Now I gather : 
from Mr. MacDonald’s interpretation there that that might mean a debtor’s 
liability to a third party arising out of maintenance and support of the wife and 
children. I think we had better clear this point up. We may be letting ourselves 
in for some litigation, if we do not. 

Tue Witness: As a result of this discussion I would say there was room 
for improvement in the wording of (c) to bring it into line with the intention. 
It was the intention of (c) that it would refer to the sort of situation where the 
‘liability was something in the nature of a maintenance order. 

Mr. Fuemine: In other words, that it is a debt or liability to the wife? 
Tue WITNESS: Yes. 

Mr. Fiemine: And not to a third party. 

Tue Witness: No, not to a third party. 

Mr. LesAcE: For the wife? 

Tue Wirnrss: Yes. | 

Mr. Bennett: Would not that be a maintenance agreement? 


Tue Witness: I think it might read: Any lability for maintenance or 
support of his wife and children under a maintenance order. 


Tue CHAIRMAN: Would it be*wise then to make that suggested amendment 
wide enough to include both separation agreement and maintenance order and 
word it this way: Any debt or liability to a wife or child for maintenance, and 
so on? 

Tue Wirness: Just in case it might go wider than that, Mr. Chairman, if 
you have no objection I would suggest simply: ‘Any liability for maintenance 
or support of his wife and children under a maintenance order.” As far as a 
separation is concerned, I believe that it would be taken care of under the 
description of alimony. | 


Mr. Fiemine: I don’t know about that. 

THe CuHatirMAN: Oh no, alimony is a court order, and very often folks 
separated enter into a separation agreement under which agreement the husband 
agrees to pay so much per week or per month for the support of his wife or child 
or children; now that, obviously, should not be wiped out by this. 

Tue Witness: Yes, that was the hope. I was thinking of a seperation 
order; not of a seperation agreeement but of a seperation order. 


Mr. Furmina: If we let this stand, Mr. MacDonald can do some work on it. 
I suggest that if we are going to use the word “order” anywhere we would have 
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K to use words explaining what is meant by the word “order”, that what was 


ore by the word “order” was an order by some court of competent juris- 
iction. 

Tue CHARMAN: I would think any liability to a wife or child or children 
for maintenance or support. 

Clause 135 stands. 

Mr. Lesace: There may be liability for someone else. It does not always 
apply to the wife or children, it may be for a mother or some other relative. 

Mr. Beizite: What is alimony? It must be paid to the wife. | 

Mr. Lusace: Yes, what is alimony? I don’t know myself, I am asking; 
must alimony refer only to the wife? | 

SomE Hon. Members: Yes. 

Some Hon. Mrempers: No. 

Mr. Lusace: There you have it, some of you say yes and and some of you 
say no; which is it? \ 

Mr. Fiemina: Alimony refers to the support of the wife, but then you have 
actions where for instance there is an order ag part of a judgment dissolving a 
marriage in divorce proceedings in the courts of some of the provinces, directing: 
a payment or payments in lieu of alimony. There cannot be an alimony pay- 
ment since the bonds of marriage have been dissolved; therefore, the statutes in 
such cases call it a payment in lieu of alimony. . 

Mr. LesacE: Oh yes, I see. But alimony is necessarily to the wife? 

Mr. Fiemine: Yes. 

Mr. Lesace: So Mr. MacDonald’s suggestion would be all right. 

Mr. Fiemine: Yes, I think it is a good idea. 

Mr. Lusace: Any debt or liability to the wife and children. 

Mr. Fiemine: Or children. | 

Mr. Lesace: Yes, wife or children for their maintenance and support. 

Mr. Fieminea: Or support. 

The CHAIRMAN: Yes, maintenance or support. 

Clause 135 stands. 

Mr. Cannon: Before we go on, Mr. Chairman, is the committee of the 
opinion that the wife was well protected under the old act? It would look 


here as though she was not protected at all, because if we give that interpre- 
tation to 135 (1) (c) I would say she would be just like the ordinary creditors. 

Mr. Friemine: Yes, there is some protection for them. There is some 
suggestion based on actual experience that a family should not be taken out 
of the Act. 


Mr. Cannon: It seems to me that these people should get some consideration 
Very often when a man is in financial difficulties he needs the necessities of life 
more than at any other time. There would appear to be nothing in here which 
would help him out. I think they should be protected. 

Mr. Lesace: We are agreed that subclause (d) of 147 of the old Act 
should be restored. 

The Cuarrman: Let us discuss that for a moment. Take for instance, 
a chap who is faced with very heavy doctors’ bills, running up let us say to 
a couple of thousand dollars: are you reinstating him into civil life properly 
if you reinstate him and give him a discharge from bankruptcy with a heavy 
debt hanging over him that he cannot possibly pay? | 

Mr. Fieminc: Has a surgeon’s bill ever been regarded as a necessity of 
life? 
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‘The Cuarrman: Oh yes, there are authorities in that connection. 


The Wirness: I think a doctor’s bill would be a necessary of life. There 
is a jurisprudence on the subject. 


Mr. Fuemina: There are some classes of people, Mr. Chairman, that we 
have to recognize—just on humanitarian considerations, those being what they 
are—who are hardly in a position to refuse to give credit to a man who is not 
otherwise credit worthy. It would be a pretty shocking thing, for instance, if 
the corner grocer, the baker or the milkman refused to sell to a man who.was 
not otherwise credit worthy and his family were going to suffer otherwise. 

The Witness: Suppose that a plumber was wanted to come up and fix the 
plumbing, or the furnace man. maybe was wanted to come up in the wintertime 
and fix the furnace; I wonder if those things are not almost in the same class 
as necessities of life, 

Mr. Lresace: They are services, they are not necessities. 

The Wirness: But they are essential services today. 

The CuHairMAN: With welfare provisions as we have them today no families 
is going to go hungry because the grocer won’t extend credit; and if it is proposed 
to make amendments in this clause, I would certainly strongly urge that we 
would exclude medical accounts. I have had instances called to my attention 
of medical and surgical bills running up to two or three thousand dollars, and 
it would be very unfair to the debtor to start him off with a deficit of that sort. 

Mr. Cannon: That would come under the heading of services, Mr. 
Chairman. If you are going to do that I would think you would need to make a 
distinction between goods and services. The Act contemplates certain things 
as being covered by the necessities of life. Services would not be among those 
things; services would include such things as doctors’ bills, pAumers: bills and 
sO on. 

Mr. Fuemine: And legal fees? 

Mr. Lesage: Legal fees as well. 

Mr. Cannon: Well, the chairman has Just drawn our attention to the fact 
that if we exclude all necessities of life we might go too far. To answer that 
objection I am suggesting that we might divide necessities of life as between 
goods and services and grant the privilege to the goods and not to the services. 

Mr. Fiemine: Mr. Chairman, we are not agreed as to (6) or (c), probably 
we could let this clause stand for further consideration. 

The CHarrMaNn: Clause 135 stands. 

Mr. Futron: Just before we do that; I do not see why a specific provision 
exempting any liabilities arising out of alimony order should be created for 
this Act. . 

The Wrrness: Under the view that it would come under (c) I take it. 

Mr. Fuuton: And that would be covered by the word “liability”, would it? 

The Wrrngss: Yes. 

Mr. Fremrinc: We have to be very careful in that. 

The CHarrman: This clause will be allowed to stand. I have no doubt 
that the ground will be covered thoroughly. 

Mr. Furemine: We want to know just where the lability extends bade: 
this subclause. I was wondering if the words ‘wife and children” are contentious. 
If we don’t provide for it otherwise it might by interpretation be applied as 
applying only to the wife and lawful children. 

The Wirness: That is a point. I will go into that. 

The CHatrMAN: Clause 136? 

Carried. 


( 
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Clause 137? 
Carried. 


Clause 138? 

Mr. Fiemine: What was the subclause (3) at this point which was deleted? 

The CHamrMAN: Have you got it? ; 

The Wrrness: Yes, we have something on that: 138—(3): Subslause 7 
reads as follows—“for the purpose of this section any debt disputed by the 
bankrupt shall be considered as paid in full if the bankrupt enters mto a bond 
in such form and with such sureties as the court approves to pay the amount 
to be recovered in any proceeding for the recovery of or concerning the debt 
with costs, and any debt due to a creditor who cannot be found or who cannot 
be identified shall be considered as paid in full if paid mto court.” Is there 
any question on that? 

Mr. Fiemine: I was just wondering whether Mr. MacDonald had any 
comment to make on the elimination of that subclause, whether anything is lost 
by the elimination? 

The Wirness: It is a ground of annulment in the present Act that it has 
been proved to the satisfaction of the court that the debts of the bankrupt were 
paid in full. That has been dropped from the Bill. The subclause in question 
appears to have been for the purpose of regulating the decision... 

Mr. Fiemine: That is of the old Act? 

The Wrrness: Subsection (4) of the old Act, the present Act was for the 
purpose of the adjustment of the position of certain debts for the purpose of 
an annulment. That is, if. the debtor came and said: here I have paid all my 
debts in full; then, if there were debts that were disputed or if there were debts 
where the creditor could not be found, so that technically he might be answered, 
you have not paid the amount in full, subclause 3 of Bill L-11 (Section 151 (4) 
of the Act) operated to determine whether in the view of the court those debts 
were to ‘be taken as having been paid in full. Now, the reason for the omission 
of a right of annulment where all the debts were paid in full, is that in a situation 
of that kind—which is of course rare—the debtor should proceed by way of 
composition, and the composition would itself result in cancellation of his bank- 
ruptcy. That is, if he is in a position to pay his debts in full then he can make 
arrangement to that effect with his creditors and that will give him a right to 
the cancellation of his bankruptcy. | 
The CHAIRMAN: Carried. 


Clause 139: | 
Mr. Bennett: In the third line of this clause there are the words “delivered 


out”; I wonder if we could have an explanation as to what those words mean? 


The Wrirness: Delivered out of the office. 

Mr. Larne: Does it require use or issue? 

The Witness: I think it is just for greater certainty. 
The CHAIRMAN: Carried. 


Clause 140? 


Carried. 
The CHATRMAN: Clause 141. 
By Mr. Fulton: 


Q. What changes are there? Just let us see. Are they changes in the nomen- 
clature of the courts, or are they changes in the courts themselves?—A. The 


_ former, Mr. Fulton. 
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By Mr. Fleming: 

Q. I do not understand one point mentioned in the compendium in con- 
nection with clause 140 (1) (e). We are told by Mr. Justice Urquhart and the 
Law Society of Upper Canada that the court is wrongly named. I thought 
a change had been adopted because the court, in the original draft, was the 
Supreme Court of Ontario—A. It has been adopted. The compendium which 
you have brings you up to the time when the new bill went into the Senate 
committee this Fall. 

Q. I see. The compendium does not embrace the changes made in that 
Senate committee. 

The CHAIRMAN: It is certainly correct now. 

Mr. Fiemine: Yes, it is certainly correct now. 

The CHAIRMAN: Clause 141, carried. Clause 142? 

Mr. Lesage: Would you please revert to clause 141? 

The CHarrMan: Yes. 


By Mr. Cannon: 


@. What are the changes there? The note says that the changes are self- 
explanatory.—A. The changes are underlined. It was previously section 157 (1). 
There is no change intended in substance. 


By Mr. Fleming: 


Q. You say there is no change in substance.—A. The reference is to ne 
Yukon Territory. and the Northwest Territories, and the change in respect to 


the province of Quebec. A particular paragraph was put in with respect to the 


province of Quebec. It previously read: 


157. The Chief Justice of each court upon which the powers and 
jurisdiction are conferred By this Act shall from time to time appoint. 
and assign such registrars. . 


and so forth. 


By Mr, Fulton: 


Q. In the case of the Yukon Territories, would not that have formerly been 
the Chief Justice of the Supreme Court of British Columbia?—A. I cannot tell 
you offhand. The situation in both the territories is a somewhat complicated 
one as far as the courts are concerned for the purposes of appeal cases. Appeal 


cases from the territories go to courts of appeal, I think, all the way from Nova. 
Scotia, perhaps, to British Columbia. But in the territories themselves, there 


are no courts now, as you know, of the nature of those in the provinces. My 


strong impression is that the territorial courts do not now function. You have: 


a magistrate in the Northwest Territories who sits with a jury for the trial. 
The Cuarrman: Are there any further questions? 


Mr. Fuemine: In Clause 141, subclause (6), in view of the fact that the 


province of Quebec has been singled out for special provision, should we not 
have inserted in subclause (a), after the words “Chief Justice of the Court”, 
the names of the other nine provinces? 


The Cuarrman: No. I believe that Quebec has an associate Chief Justice. 
Mr. Fiemine: I can understand the difference, but it is a matter of drafts- 


manship to make clear what we do mean. In (a) I think we should have the: 


names of the nine provinces mentioned to which (a) applies. 
Mr. Lesace: (6), (c) and (d) are the exceptions. 
Mr. Macnavucuton: I think it is quite clear in subclause (b). 
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_ Mr. Fiemina: It is perfectly clear as to subclause (b) but I should think 
in subclause (a) you should have some provision to indicate that it applies in 
the case of the nine provinces. 


Mr. Macnavucuton: I think that would make it even more difficult to 
understand. 


Mr. Beuzite: Clause 141 I think should be read in connection with clause 140. 


The CHAIRMAN: Clause 141 subclause (a) undoubtedly gives the chief 
justice of the court in any province the power. Clause 141 subclause (b) gives 
an additional power in Quebec to the associate chief justice. Clause 141 sub- 
clause (c) gives the power to a commissioner, where there is no chief justice; 
and the same with respect to subclause (d). 


Mr. Futon: So that in the province of Quebec it is intended there shall be 
two persons? 


_ The CuatrMan: Yes. In Ontario we have no associate chief justice. Does 
clause 142 carry? 


Carried. 


Does clause 148 carry? 
Carried. 


Does clause 144 carry? 

Carried. 

Mr. Firemine: Just one second, Mr. Chairman. I am checking on this 
clause 144 subclause (8). The suggestion made by the Toronto Board of Trade 
and the Law Society of Upper Canada was that the subclause be amended to— 
permit trial by jury, but it was rejected because it was felt essential that claims 
be settled or determined expeditiously. What has been the position hitherto 
with respect to the trial of issues? I do not recall any provision in the present 
Act for trial of issues by a jury. 


The CHAIRMAN: No. 
The Witness: I do not remember any case. 


By Mr. Fleming: 


Q. There is nothing in the present Act which provides for trial of issue by 
a jury —A. No, there is nothing in the present Act which provides for trial by 


jury at all. . 
Q. I do not recall anything in the present Act which affords the opportunity, 
even inferentially. The references are all to the registrar or to the judge. 


The CHAIRMAN: Have you ever run across any such case in your practice 
where a jury trial was even necessary? 


Mr. Fuemine: No. 
The CuarrMANn: Shall the clause carry? 
Carried. . 


Now, clause 145? 


By Mr. Lesage: | 


Q. The first subclause is new. What is contemplated to be covered by 
that?—A. To provide for the event of reciprocal legislation in another British 


country. ; 
Q. What would be the evidence required in a Canadian court? 


Mr. Fiemine: What is a British country? “ 
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By Mr. Lesage: 


Q. That question will be coming after but I want to get the principle of it. 
I believe the principle is dangerous, Mr. MacDonald. —A. That would have to 
be established by rules under the Act, Mr. Lesage. 


ay) Mr. Belzile: 
_ Q. Suppose a judgment has been entered in the British Indies. What would 

be the evidence required in a canadian court? : 

Mr. Lusace: The evidence se chaiis to execute the judgment here in Canada? 

Mr. Breuziue: Yes. 

The Witness: That ound have to be covered by the rules. 

oe Stewart: Why not United States courts as well? Why limit it in this 
way { 

Mr. Lusacr: Yes. What is a British country? 

Mr. Cannon: Is India a British country? 


Mr. Fiemine: Or Pakistan or Ceylon? They would no boubt be regarded 


as British countries. | 
Mr. Cannon: By whom? 
Mr. Lesacre: You could say “commonwealth countries”. 
Mr. Futton: Why? 
Mr. Lesage: You accept judgments of a court.on the other ate of the 
earth on their face, which we do not do at present in Canada. 


Mr. Bennett: We in Ontario under our motor vehicle law have reciprocal — 


legislation between Ontario and Michigan, and Ontario and New York state, 
and so on. Most of the states have it. 

The Wirness: Might I add that most of the provinces have reciprocal 
legislation for maintenance orders. 

Mr. Beuzite: That is what they call exemplification of a judgment. That is 
right. But in another country how can we exemplify a judgment? 


By Mr. Fulton: 
‘Q. In the past it was only between the provinces in Canada.—A. Yes, as set 
out in section 170 subsection (1) of the present Act. 


By Mr. Fleming: 
Q. Where did this clause originate?—A. This clause originated and is to be 
found in the original bill as prepared in 1946. 
Q. What was back of it? Is there any precedent for it in the ppesdine of 
any other jurisdiction? 


By the Chairman: 

: Q. What representations resulted in it being incorporated in the bill?— 

A. Going back that far, I cannot say there were any representations, Mr. Chair- 
man. I would have to put it down as a matter which was developed within the 
department. 

Mr. Lesage: I would not be willing to accept a judgment from any common- 
wealth country without such judgment being exemplified. And if we put in 
that condition, we do not need the subclause. Exemplification means... 

-Mr. Fuuron: Practically proving your case all over again. 

Mr. Bruzite: No. You say that such a court in such a British country 
or in another province is a court which has jurisdiction in this particular 
province, and that the elerk who signs the judgment is authorized. You just 
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~ sign an affidavit. Arid then the judge renders judgment stating that the seid 
ment will be executed in the province of Quebec. 


Mr. Lesace: There is no special procedure and there is no trial, unless it is 
contested. 


Mr. Beuzite: The only thing is that you must prove that there is such a 
court and that the clerk is the real clerk of that court. : 


Mr. Fiemine: That is the same in any common law province. But that 
proof would not be complete because you would have to prove that there was 
reciprocal legislation, in the case of reciprocal legislation as between the different 
provinces of Canada and between Canada and some of the states of the union. 
In regard to judgments under the motor vehicle law, as Mr. Bennett mentioned, 
you have got from the government itself—the government of the provinces—the 
necessary proof that reciprocal legislation exists. But here, who is to determine 
whether there is or there is not reciprocal legislation? That might become an 
issue in court. 

Mr. Lesage: Yes, it may become an issue in the courts. 


The CHAIRMAN: T think it should be observed that the bankruptcy rules 
in other countries might not parallel our rules at all. 


Mr. Freminea:There is no federal legislation at the present time which 
makes provision for reciprocal legislation to enforce bankruptcy orders. 


The CHarrMAN: That is right. 


Mr. Fiemine: Therefore, if this ¢lause be adopted, an issue will arise in 
respect of proceedings whether the country which has exemplified a judgement 
has, in fact, reciprocal legislation. 

The CHarrMAN: I think that fact should be required to be proven before 
anyone can take advantage of this clause. 


By Mr. Fleming: 


Q. I am inclined to view with doubt this kind of legislation because, in 
every other precedent which I know of for reciprocal recognition of judgements, 
there is some provision required in the law to establish that recognition by 
Act of the government, something which then becomes a matter of record. 
I think this is very vague. It is a rather novel departure.—A. I do not want 
to take issue with you, Mr. Fleming, but it runs in my mind that I have seen 
Acts relating to reciprocal measures such as this in which the issue was left 
to the courts to determine whether the other legislation was substantially of the 
. same kind, and therefore was reciprocal. 
. Q. I do not want to labour the point, but the only relevant process I am 

aware of are precedents which depend for their validity on some agreement 
between the two states or jurisdictions, recognizing or extending reciprocity 
in the matter of recognition of judgements. 


F 


By Mr. Lesage: 


Q. Suppose an exporter in British Guiana, Mr. MacDonald, owes me some 
money.—A. Yes. 

Q. No. Suppose I owed some money to an exporter. I am an importer in 
Canada; and I owe some money to an exporter in British Guiana. He becomes 
bankrupt and there is an order of the Bankruptey Court in British Guiana calling 
upon me to pay what I owe him. Do you mean to say that order will be 
enfoceable against me in Canada after the judgment is rendered or that 
I will have to go to British Guiana and contest the judgment? Would he not 
have to sue me here in Canada? Would he not have to exemplify his judg- 
ment here? He would not have to do so under this clause, and I object strongly 
to it. 


146 STANDING COMMITTEE 


Mr. Cannon: Why make exceptions in bankruptcy matters? Why should 
not a judgment rendered in a bankruptcy matter be on the same footing as any 
other judgment rendered in any other country? Why should preference be 
given with respect to bankruptcy judgments? We have no more control over 
how they are rendered than we have control of how many other judgments are 
rendered. Why should we have more confidence in a bankruptcy judgment 
than any other judgment? I do not like the words “British countries”. JI think 
they are too indefinite. | 


By Mr. Fulton: 


Q. I think we should observe that even though the clause or subclause use 
the particular words “reciprocal legislation’, it doesn’t mean that the principles 
of their bankruptcy Act must be the same as ours. It is confined here to 
reciprocal legislation providing for the enforcement by this court of bankruptcy 
orders made in a country which may have bankruptcy principles entirely 
different to ours, but which nevertheless may provide for enforcement of 
bankruptcy orders. We, by this clause, would be bound to recognize orders 
made under an entirely different system. —A. The rules to be made under the 
Act, I believe, are the answer to the question you put, Mr. mee 


By Mr. Lesage: 


Q. I would not wait for the rules to guarantee to a Canadian that he has ~ 
not to go to British Guiana in order to defend himself against an order of the 
court there——A. No. It would be provided by rules, and there would have to 
be rules setting out the procedure, because the procedure is not in the clause. 
It would be provided by rules that you could defend in Canada. 

@. I would like to see it not only in the rules but in the law. 


By Mr. Bennett: 

Q. Mr. Lesage’s question has not got anything to do with bankruptcy. 
Whether you owed money or not would be decided by our local courts. The 
bankruptcy court would only determine such things as priority and the amount 
of money to be paid.—A. It is possible that the situation which Mr. Lesage 
has put forward might arise under our Act. 

Q. We have not got jurisdiction. It would be ultra vires with us. It is 
a matter of civil rights, a provincial matter. : 

The Wirness: The bankruptcy court itself can sometimes make an order 
and the defendant would have to pay the money. That is one of the cases. 
So the situation which Mr. Lesage has put forward, I would say, could arise. 
That is, it would not be simply a judgment about procedural matters which 
would come in issue. 


By Mr. Laing: 

Q. Without any right on his part to contest it in a civil court in Canada? 
—A. No. That. would have to be provided for. 
._.. Mr. Lesace: That would have to be provided for in the rules. That is 
why I am against it. I want to see it in the law. I do not think we need 
the clause anyway, if it is going to be provided for in the rules. 

Mr. Cannon: What is the advantage? 

The Cuamrman: The superintendent has indicated to me that he is not_ 
going to press it. 


By Mr. Belazile: 


: Q. I do not see any advantage in this particular clause. I think we are 
making too easy.—A. I think the chairman will cover it. 


ae BANKING AND COMMERCE 147 


We 
in, 


| The CHAIRMAN: Mr. Lesage moves and Mr. Fleming seconds that all the 
words after the word “act” in the first line of clause 145 subclause (1) down 
to and including the word “Canada” in the sixth line be deleted. 


Shall the amendment carry? — 
Mr. Fuuron: Just a moment, please. How would it read? 
The CuHarrman: It would read: 


145 (1) An order made by a court under this Act may be enforced in 
in any court having jurisdiction in bankruptcy in Canada in the same 
manner in all respects as if the order had been made by that court in 
Canada. 


Shall the amendment carry? 
Carried. 


By Mr. Fleming: 


Q. Do you need the words “in Canada” at the end?—-A. No. There is a 
slight inconsequential change which should be made in the last two lines. 
Clause 170 subclause (1) of the present Act reads: 

170 (1) Any order made by a court exercising jurisdiction in 
bankruptcy under this Act shall be enforced in the courts having Juris- 
diction in bankruptcy elsewhere in Canada in the same manner in all 
respects as if the order had been made by the Court hereby required 
to enforce it. 


i 
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: The Cuatrrman: The proper amendment is a motion to restore the wording 
of section 170 subsection (1) of the old Act. 


By Mr. Fulton: 


Q. Then I would like to see the words “shall be enforced” in the second 
last line changed to read: “Shall be enforceable”’.—A. “enforced” is a word 
which has stood the test in the present Act for a long time. I am not sure 
that I quite grasp the distinction. 

Q. “shall be enforced” is mandatory. Surely “shall be enforceable” is all 
you want, or “may be enforced”. 


ws see 


By Mr. Fleming: 


Q. I should think that “shall be antonoed”’ is preferable because all you 

are thinking of is that somebody will have to come along to the court and 

- ask that the order referred to be enforced in that court.—A. Any court in 

Canada will recognize for enforcement the order of any other court in Canada. — 
I would prefer the wording “ shall be enforced”’. 

Mr. Fiemina: I suppose we may finish this preliminary review of the Act 
this morning. We have only 28 clauses left. 

The CuarrMan: I had hoped we might do that, and then we would take 
up with Mr. MacDonald some drafted admendments to be followed by the 
individual clauses which we have allowed to stand. 

Mr. Fieminc: That would be this afternoon then. 

Mr. Laine: Before you leave, Mr. Chairman, you circularized a number 
of people. 

The CuHarirMAN: Would A mind bringing that up this afternoon, please, 
Mr. Laing. 

The Vicre-CHAIRMAN took the chair. 


The Vicke-CHAIRMAN: Clause 146. if 
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Mr. Fiemine: We have decided to restore section 170 subsection (1). of the 
present Act in its entirety. 
The Vicre-CHAIRMAN: Yes. 


Mr. Fremine: Then subclauses (2) and (3) of clause 145 will be adopted, 
will they not? We are going to adopt them? 


The Vice-CHarRMAN: Yes. There is no charge in subclause (1) from the 
old Act~ Does clause 145 carry? 


Carried. 

Does clause 146 carry? . 

Carried. No representations. Well, the only reference to “custodian” has 
been deleted. Carried. : ? 

Shall clause 147 carry? Subclause (2) is new. 

The Witness: The procedure proposed in the subclause is to cover proof. 

The Vice-CHarrMAN: That is quite all right. 

Carried. 

Shall clause 148 carry? There is no recommendation there from anyone. 
Carried. > 


Shall clause 149 carry? There is one suggestion by the Toronto Board of 
Trade. 


The Vice-CHAtRMAN: That was adopted and so was the other ieretiare 

The Witness: Paragraph (a), (b) and (c) are substantially the same. 
Paragraph (f) relates to clause (11). Paragraph (g) relates to clause (8), sub- 
clause (9). Paragraph (h) was formerly paragraph (i) with a change taking 
out the limitation of $500, since there is a right of appeal. 

Mr. Futron: Paragraph (k). Mr. Chairman, isn’t paragraph (k) a little 
bit sweeping. (As Mp 

Mr. Fuemine: That is just to give him power comparable to that of a 
master of the supreme court in matters relating to practice. 


Mr. Futon: It should be remembered that the powers of a master apply 
practically only in Ontario. Our registrars have not been given the power of 
a master under out supreme court rules. But our registrars have limited juris- 
diction or power in British Columbia in ordinary matters in respect to pro- 
cedure or otherwise. Yet here you are giving the‘ registrar, because he is the 
registrar in bankruptcy, powers which he does not have as registrar of the 
supreme court in other matters. 


The Vicr-CHArrRMAN: That covers the sane practice, the present practice. 
Mr. Futon: But it says that paragraph (k) is new. 


The Vice-CHAIRMAN: It sets out more clearly the jurisdiction of the 
registrar. You may appeal to the court at pane time from a decision. 


The Wirness: Yes. 
Mr. Fuuron: It seems a waste BE time. 
The Wirness: Your appeal would have to be resorted to very rarely. 


Mr. Fiemine: I should think it is altogether desirable that any sections) 


defining ‘the jurisdiction of the court or of any officer of the court should be 
most explicit, and as this particular power of the registrar would be recognized 
in practice it has not been as clearly defined in the bill as it might well be. I 
think it is a good idea to put it in this clause. 
Mr. Fuuron: You are quite clear that it has been the practice right along? 
The Witness: Yes it has. 


? 
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we The Vice-CHammAn: Shall 149 carry? 
. Carried. 


Clause 150 — there is no difficulty there. 

Mr. Cannon: I see in paragraph 2 there is no limit to the power of the 
registrar to allow fees. 

The Witness: Yes, it is only the first step, there is an appeal from him. 

Mr. Cannon: What about What about (b), Mr. Chairman, that is new? 

The Vick-CHAIRMAN: Yes. 

Mr. Cannon: Is there any particular reason given for that. requirement? 

The Witness: That is 149 (1) (b)? 

Mr. Cannon: No, 150 (e). 

The Wirness: Just to cover any case that might be worthy of appeal 
which does not fall within the enumeration. When the bill was first introduced 
in 1949, section 150 read like this: “Unless otherwise provided in this Act an 
appeal lies from the order or decision of a judge of a court to the Court of Appeal 
with leave of a judge thereof”; and that is all that was said. Now, the trouble 
_ when it was left that way was this, that it seemed to us that it was left too much 
up in the air as to the principles upon which a judge would proceed. I can very 
well see a judge of the court saying; well, you have not given me very much 
guidance to help me in determining when I should permit an appeal; so it was 
thought it would be well to leave it substantially as in the present section of 
the Act, which is now done in clause 150 of the bill, and then somewhat in line 
with clause 150 of the original draft bill, to put in paragraph (e) so that if the 
enumeration is not sufficient you provided that the judge can exercise a 
discretion. 

Mr. Fiemine: It is a residuary right? 

The Wirness: Yes. The enumeration is quite complete, but by adding this 
subclause (e) you afford the court a diseretion so that he may permit an appeal 
should there be other cases in which justice is not covered by the enumeration. 

Mr. Fiemine: Is this a residual jurisdiction? 

The Witness: Exactly. , 

The Vick-CHAIRMAN: Does clause 150 carry? 

Carried. 

Clause 151. 

Mr. Fiemine: What is omitted there? The compendium says, “suggested 
by Toronto Board of Trade that this be amplified to enable the registrar to act 
also where the inspectors have failed to act.” Then it goes on to say; “not 
adopted. Instead, this paragraph has been deleted’”—what did they leave out? 


The Wrirnsss: They left that out. Section 151 of Bill L11, Mr. Chairman, 
corresponds to clause 149 of the present bill, so this note refers to clause 149 
and not to 151. 

Mr. Fiemine: Not to 151 at all? 

The Witness: No. 

The Vick-CHAIRMAN: Shall 151 carry? 

Carried. 

Clause 152? 

Mr. Fiemine: That looks good. 


The VicE- CHAIRMAN: Carried. 
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Clause 153? : | 
Mr. Fieminc: What was the reason for reparting from the provisions of 
. the present 174 sub 4? | | 
The Wirness: Just to confide it to the ordinary provisions covering appeals 
to the Supreme Court. 


- Mr. Cannon: And he has to pay the appeal costs in any of these cases. 
In the old section he did not have to pay the appeal costs. That is the effect 
‘of it, it is not? 

The Wirness: Just one moment, please. 

Mr. Cannon: They have taken out the last part of 174. 

The Vice-CHammnan: I understand, but in civil cases as a rule you have 
to give security for costs in the Supreme Court if you want to appeal. 

Mr. Cannon: It seems to me it was a special rule in bankruptcy matters 
that you had to pay only $100, or something like that, but now you have to 
deposit a much larger sum; you had to deposit only $100 up until now. 

ve VicE-CHAIRMAN: Yes, 

r. Cannon: And this section will alter the situation so far as that is 
od 

The Vice-CHairman: What 153 really says, in effect, is that you will now 
have to follow the general rules of the Supreme Court. That would be all right. 
Why should we make a special exception in the case of bankruptcy? 

Mr. Cannon: Just because 174 subparagraph 4 has a provision with regard 


to costs and this new clause does not carry any similar provision I was wondering - 


what the effect would be of the new clause. 
The Wirness: Frankly, I would have to check on that. — 
The Vicr-CHAmRMAN: You might check on that and let us have a report. 
Mr. Fiuemine: There was just one other point on that clause before you 


leave it. Suppose the judge who grants the leave to appeal directs that an. 


order should be stayed in part only, there does not seem to be any provision 
here that would enable him to stay it in part and allow it to operate in part. 
The present clause 174(4) seems to make provision for that. Would it not 
be a good thing to add the words, “and to the extent to which he shall so order’’? 


The Vick-CHarRMAN: We could add that. 


Mr. Fremine: Yes, I think we should add those words to clause 153 to 
provide for that. 


The Vicm-CHatrman: Mr. Fleming moves, seconded by Mr. Fulton— 

Mr. Fuemine: Excuse me, Mr. Chairman, I think maybe we had better 
leave that to the Superintendent for redrafting. 

The Vice-CHatrMan: All right. We will allow the clause to stand.. 

Mr. Fipmincg: Have you got that point? 

The Witness: Yes. I was going to suggest that I think the point well 
taken and it probably could be easily covered because we have a previous 
section to copy; and, subject to further consideration, what would you think 
of these words: “and to the extent that,” to go in just after the word, “unless’’? 

The Vice-Cuairman: All right, we will leave it there and consider it 
when we come back to the clause. Is it necessary? 

Mr. Fremine: It may be in the next couple of months. 


The Vice-CHAIRMAN: We will let that clause stand. 
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es. M@intise 155:°1 Batieee that the answer te the sipgestion of the Canadian 
‘Bar Association is contained in: a note in the compendium. That relates to 
subclause— 

The Witness: That is subclause 3. 

The Vick-CHAIRMAN: Oh, yes, subclause 3. 

Mr. Fueminea: Could we have some further explanation in connection 
with subclause 7, Mr. Chairman, on this point recommended by Mr. Wickett, 
~KC., Toronto, which was discussed in the compendium indicating that there 

‘had been some conflict in the official decisions? 

P The Wirness: The case mentioned is a case which has not been followed 
by any other province, to the effect that the increase is not limited to 10 per 

cent. Mr. Wickett suggested that that decision be followed in the new bill. 
it was not adopted because that was not the intention behind the draft. 

a Mr. Firemine: Well, subclause 7, as I understand it, states what has been 

_ the practice prevailing in the Ontario courts; am I right in that? 

The Witness: Yes, and Mr. Wickett sisi that to be departed from in 

- favour of the New Brunswick decision. 

Mr. Cannon: What was the effect of the New Brunswick decision; to 
~ include that practice of more than 10 per cent? | 
The Witness: It was to the effect that 10 per cent was not a limit, as 
appears to be the sense of the present clause 162, subclause 3 which reads; 
“Notwithstanding anything contained herein in any estates where the gross 
proceeds do not exceed $5,000, the costs or fees payable may by unanimous 
vote of the inspectors be increased to any amount not to exceed 10 per centum 
of the gross proceeds of such sale’; and the New Brunswick court said that 
that 10 per cent mentioned there was not a limit fixed by the section, but 
could be exceeded. 
Mr. Cannon: I cannot see it. 
The Vicn-CHAIRMAN: Shall clause 155 carry? 
Carried. 
Clause 156. | 
Mr. Bennett: Shall we adjourn now? 


} Mr. Fuutrorp: If some of us leave there may no longer be a quorum here, 
and I have an urgent appointment. 


The Vick-CHAIRMAN: We will adjourn until 3.30 o’clock this afternoon. 


AFTERNOON SESSION 


.The committee resumed at 3.30 p.m. 


The CuHarrRMAN: Gentlemen, I see a quorum. 


At the luncheon adjournment the committee was dealing with clause 156. 
If we take a paragraph at a time perhaps we can deal with it more easily. 


Mr. T. D. MacDonald, K.C., Superintendent of Bankrupicy, 
recalled: 


Shall subclause (a) carry? 

Mr. Stewart: May I ask if there is any material difference between ae 
clause and 191 or is it merely a condensation? 
51137—24 
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The Witness: I would not say fae is any material or substantial dif- 
ference; there is a certain amount of rearrangement. 

Mr. Lesace: In 191 there were a lot of repetitions. ) 

The Witness: Just take a spot check. If you notice 191 (c) on the right 
hand side of the page would now ‘be covered by a compmeeio’ of (a) of 156 
and clause 117 (6b). 

Mr. Fueminc: I notice that Mr. Justice Tete apparently strongly 


preferred the provisions of the old clause 191 to the new clause. I gather his 


feeling in general was that the new clause is too drastic in some particulars. 
Mr. Lesace: The old clause was surely not drastic enough and we had a lot 
of trouble enforcing it. It was not enforceable, as a matter of Lach; and in practice 
there was a lot of trouble. 
The Wirness: I might say to Mr. Fleming that subsequent to Mr. Justice 


‘Urquhart’s recommendations, the paragraph was extended. He objected to. 


certain omissions, but they have now been taken care of. 


By Mr. Fleming: 

Q. Do you feel then that the section in its present form largely meets the 
objections of Mr. Justice Urquhart?—A. I am not sure that I would be justified 
in putting myself in the position of saying “largely”. What I did was to go over 
the clause in the light of Mr. Justice Urquhart’s representations and I concur 
that there were certain things that were not sufficiently covered and put them in 
the clause accordingly. 

Mr. Fuemina: Mr. Chairman, you remember in that communication you had 
from Mr. Justice Urquhart on Tuesday—there were a couple of questions that 
he particularly mentioned. Is this one of them? 

The CuarrmMan: He referred to clause 21, subclause (6). 

Mr. Fiemine: Yes, I know that point. That is the one we are going to take 
up. later, I understand. 

The CHAIRMAN: Yes, we stood that. 

Mr. Fueminc: There is no other section that he mentioned especially? 

The CHarrMan: Mr. Lesage, in looking over the requirements of clause 117, 
it would: appear to me rather drastic to subject a man to pees: for 
failure. to deliver—to make these statements. 

Mr. Lesage: It is according to the general principle of Criminal Law that 
mens rea has to be part of the offence, so if he does not deliver one of his books 
without intent, he just forgets it for instance, he has a good defence against any 
criminal prosecution under clause 156. There bela to be intent. There has to be 
mens rea. 

The Cuatrrman: You see, that is rather a full statement, names and addresses 
and all that sort of thing. 

Mr. Lusacs: Yes, but mens rea is a part of the offence, an essential part. 
Without mens rea there is no offence and of course when you say mens rea you 


imply that there must be an intention to defraud, to go around one of the provi-. 


sions of the Act. 
Mr. Fiemrne: In other words, it must be wilful. 
Mr. Lesace: It must be wilful. 


“neglect”. 
Mr. Lesace: Yes, but the negligence ree to be intentional, wilful; it must 
be a wilful negligence because mens rea is always a part of a criminal affair. 


Mr. Hunrer: Surely the very meaning of the word negligence means it is 
not wilful; you are negligent. 


Mr. Hunter: I do not follow oe point, Mr. aut In this it says. 
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Mr, Fiemine: Might it not, Mr, Chairman, meet the objections and stress 
the point of mens rea if in clause 156 subclause (a) we inserted the word ‘‘wil- 
fully”, so it would read “wilfully fails, refuses, or neglects” to do any of the 
things required by clause 117. I think that would meet the point that Mr. 
Hunter is raising that a neglect simply involves,.the absence of intent in one 
way or the other. 
- Mr. Hunter: It is an act of omission. 
Mr. Fiemine: Yes, if you insert the word wilfully it makes it quite clear. 
a Mr. Lesage: There is no objection. It does not change the onus of the proof 
or evidence; it is always on the prosecution to prove the two elements of the 
offence, the fact and the mens rea. 
Mr. FLEMING: Quite, but it will reinforce the point that it is intentional 
neglect under clause 117 that we are endeavouring to penalize under clause 
156 (a). 
] Mr. Stewart: Will that apply to all the following subclauses too? 
: The Wirness: You can put the word “wilfully” after the word “who” and 
then it will apply to all the following subclauses. | 
Mr. Cannon: Well, I thought of that but I decided not to recommend it 
because there are some things here it would not apply to—(b) for instance, 


“makes any fraudulent disposition.” 


Mr. Lesace: If it is fraudulent it has to be wilful. 
Mr. Fuuron: Referring to another bill that we are considering in the House, 
it has been shown in discussion of the Crime Comics Bill that where in the 


- eriminal code you have the words “knowingly, without lawful justification or 
excuse”, there the crown has to prove affirmatively that he knew and had no 
: 


lawful justification or excuse, whereas if they were not there, and the word 

“wilfully” is not here, then it is a rebuttable presumption, to be met by the 

defendant, that he intended the probable consequences of his act. Therefore, 
if you put the word “wilfully” in here the crown has to prove an extra element 
instead of it being a rebuttable presumption against the accused. 


Mr. Hunter: How are you going wilfully to refuse? 


The Wirngss: Or wilfully neglect. It is not an apt expression to qualify 
neglect. 


Mr. Hunter: It is almost a contradiction in terms. 
The Wirvess: It is a contradiction in terms in the case of neglect. 


Mr. Cannon: I suggest we leave it as it is, leave it to the judge’s discretion. 
As Mr. Lesage says there is always an element of mens rea in it. I think if 
we started inserting the word “wilfully” it may lead to complications in the 
_ application of it. 

The CHariRMAN:. What paragraph do you believe the addition of “wilfully” 
should be made in to make it read the way it should, Mr. Cannon? 


Mr. Cannon: Well, I am not in favour of inserting the word “wilfully” 
anywhere. It makes the application of the whole paragraph too difficult by 
imposing on the prosecution the onus, as Mr. Fulton just said, of providing 
intent affirmatively, and if you just apply it to subclause (a) you make a 
distinction between subclause (a) and the other paragraph which might lead 

to complications. 


Mr. Fiemina: There is no objection to the offences created by subclause 
—(b) to (7) inclusive, the only question is whether subclause (a) is not too drastic; 
You may be penalizing a mere omission. | 


Mr. Lesace: If there is no mens rea there is a defence. 
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Mr. Funron: In one of the earlier clauses, I thought it was in one of the 


clauses after 117, an action might be taken against a person who refused by 
bringing him to court on a warrant. 

Mr. Cannon: In the old article there was an option between imprisonment 
and a fine, and there does not seem to be any option in this one. It is just 
imprisonment. Now, the chairman said that is too drastic. One way to avoid 
it being too drastic is to give the judge the option of imposing a fine. 

The Witness: The object of that was to make.it more drastic. With a fine 
you would be penalizing the creditors rather than the debtor. 

The CuarrMAN: The fine would not be payable out of the estate? 

Mr. Lesace: Where could it come from then? 

The CHAIRMAN: It would not come from the bankrupt, it would come from 
his friends. 

Mr. Lesacs: I think ae the maximum penalty, the imprisonment penalty 
is for a year, or less than five years, the attorney-general of the province must 
always consent. 

The CHAIRMAN: For an oe under the Code I doubt very much if that. 
would apply. 

Mr. Lesace: I don’t know. JI am asking the question. 

The CHarrMaAn: I doubt it very much. 


The Wirnress: .Let me see now, I have something on this—liable on> 


summary conviction to imprisonment for a term not exceeding one year— 

Mr. Lesace: Is there any section saying that the Criminal Code applies? 

The Wrrnuss: Yes, to answer you away from the book; and my immediate 
impression is that the provisions of 1035 of the es would apply. 

Mr. Lesace: Would apply? 

The Wirness: Yes. My only mental reservation is on the score of sum- 
mary convictions. | | 

Mr. Lesace: Yes, because it is not part 15 of the Criminal Code. 

The Witness: But upon indictment my recollection is that section 10385 
of the Code is one of the general procedural provisions which applies to all 
Dominion legislation. 

Mr. Lesace: Could we have Crankshaw’s Criminal Code? 

The CuHarirMAN: It does not make it an indictable offence, it just makes it 
a summary conviction. 

The Witnegss: It is alternative. 

The Cuarrman: Or on conviction on indictment; yes—no, under indictment 
it is three years and on summary conviction one year. 


The Witness: Yes. | 

Mr. Futron: Surely if a bankrupt neglects to do anything required 
of him under clause 117, in view of any of the provisions in clause 117 for 
giving him due notice of what is required of him with regard to attending his 
examinations before the trustee and so on; if he neglects—in fact any failure 
to comply with those orders or directions, and so on, can only be taken to 
be a deliberate act on his part. 

The CuarrMan: Well, how about this? Supposing he is not in a position 
to comply, he would still be liable; supposing he has not in his possession all 
the papers covering the property. 

Mr. Lesace: If he cannot deliver them physically then he has a good 
defence in any criminal prosecution and there is no mens rea. 


The Cuairman: That is why I would like the word “wilfully” put in. 
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. Mr. Lzsace: I do not believe, Mr. Chairman, you should put the word 
_ “wilfully” in because mens rea is an essential element of any criminal offence. — 
; The CuarrMAN: Yes, but this is not exactly a criminal offence. 

Mr. Hunter: I do not think there is any mens rea. 

Mr. Lesace: Well, what about the situation supposing there is no negli- 
gence, what about mens rea then? 

Mr. Fuuron: But that is a criminal offence. 

Mr. Ricuarp (Ottawa East): There is no mens rea in it then. 

The Wrirness: As I understand, the objection centres not on the words: 
refuses or neglects, as to which I suppose there is no objection, but it attaches: 
to the word ‘‘fails’”, I think that is so, Mr. Chairman. 

The CHArRMAN: It makes it that much more difficult. You would not: 
have mens rea just because of the fact that a man fails to deliver a document.. 

The Witness: I am inclined to agree with Mr. Lesage. 

Mr. Lesace: You don’t prove mens rea, the judge and jury on hearing 
the case detect mens rea from the facts, from the proven facts of evidence. 

Mr. Fuuron: If an accused establishes that it was impossible for him to 
comply with the terms then he has the assumption that mens rea was there, 
or that there was an intent. 

The CuHarrMan: Mens rea is something which has to do with the com- 
mission of crimes. If we by statute set up certain requirements and say that 
a man shall do this and if he omits to do it or fails to do it he is liable to 
imprisonment; I may be wrong but I cannot see how mens rea figures 1 in that 
at all. 

Mr. Fuiemine: May I make a suggestion? There has been ere 
taken to the words “neglect” and ‘‘fails”, would it meet the needs of the situation 
if we were to eliminate those two words and simply say refuses, the word 

“refuses” definitely implies the element of will. 

The CHarrMAN: Oh yes, you would be perfectly safe if you did that. 

Mr. Fiemina: If we simply made that subclause read, “who refuses to 
do anything’—and that will eliminate completely any possibility of his being 
prosecuted for anything less than that. 

The Wirness: And it also eliminates a large part of the effectiveness of 
the section. 

Mr. Fiemina: I agree, and in that case the trustee would have to say 
to this man: you have not complied with such and such provisions of 117, 
now you must do so; and if he refuses then he is committing an offence. 


The Witness: But he won’t refuse, he will only keep saying: I will do 
it tomorrow. 

Mr. Fremine: Well, then, you will simply have to take care of that iy 
saying “wilfully fails”. 

The Wirness: If there were to be any amelioration of that section “ 
seems to me that the chairman’s objection would be met by rephrasing (a) to 
‘say, “refuses, neglects or fails without reasonable excuse to do any of the 
things required of him under clause 117”. - 


The CHatrMAN: I would be quite satisfied with that. 


Mr. Lesace: About that question of mens rea under a statutory offence, 
would you mind if I were to quote the latest judgment in an appeal.to the 
Supreme Court of Canada? I recall something on this line arising out of such 
an appeal but I cannoot put my hands on it at the moment. The jurisprudence 
on the point was settled two or three years ago but I do not recall the exact 
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case at the moment. Would you allow me overnight in which to look it up 


and speak to the point tomorrow? 

The Cuarrman: Shall we let the clause stand, or what do you think of 
Mr. MacDonald’s suggestion? It is, ‘fails, refuses or neglects without reason- 
able cause” 

Mr. Gannon: I think that would cover it. 

Mr. Lesace: Yes. 

The Wirness: Reasonable excuse would only apply to fails, because refuses 
or neglects is in a different category. 

Mr. Hunvrer: In this clause as presently constituted, noeletes to do some- 
thing— 

The CuarrMan: We will come to that in a moment, Mr. Hunter; but I do 
think the amendment suggested by Mr. Cannon and Mr. MacDonald—fails, 
refuses or neglects without reasonable cause— | 

The Wrrness: Might I suggest, Mr. Chairman, that “without reasonable 
cause” qualifies only the word “fails”? 


The Cuarrman: Yes. Then it would read “refuses, neglects or fails without | 


reasonable cause’”’. 

Mr. Fiemine: No, that is going to be ambiguous, you would have to say 
“without reasonable cause fails”. 

Mr. Hunter: Why quality “fails” and still leave Aa which is a still 
more minor thing than “fails”. 

Mr. BENNETT: It is not the word “fails” that pnould be covered, it is the 
word “neglects”. 

The Witness: No, a person who neglects to do a thing—the word “neglect” 
itself implies indifference; as the chairman suggests, amounting almost to mens 
red. 

Mr. Fiemine: There is no harm in putting it this way: “refuses or without 
reasonable cause fails or neglects to do so and so” 

Mr. Bennett: Why not forget the word Fheolent” altogether, and say 
“refuses or fails without reasonable cause to do any of the things required”? 

Mr. Fiemine: It is a little different; “neglect” is only one of the things 
which might cause failure to do it. 


By Mr. Bennett: 
Q. “Refuses or fails without reasonable cause’—A. To carry that thought 
a little further, perhaps “refuses” could come out. I think you may have some- 
thing there. Perhaps “fails without reasonable cause” is all that we need. 
The Cuarrman: I think that is right. 


Mr. Fiemine: It may be that Mr. MacDonald would nee: to give some 
further consideration to this matter. 


The CuarrMman: I think he has reached a decision. 
The Wirness: I would like to accept it subject to looking it over tonight, 


and if I want to come back and say something more about it, I shall be allowed , 


to do so. 


The CHAIRMAN: It stands then: ‘fails without reasonable cause’. Sub- 
clause (b) is carried. Subclause (c)? 


Mr. LesacE: Instead of “neglect” you could put “fails”. 
Mr. Fremine: No. You want the wilful element here. 


Mr. Cannon: I think it is all right. When it comes to answering a question, 
he either refuses to do so or says he cannot. 


The CHAIRMAN: Subclause (d) is carried. 
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- -‘Mr. Srewart: Subclause (d) may be a little harsh having regard to the 
arguments which went down with regard to subclause (a). It is possible to make 
-a material omission. I know that I have made false entries in the past. 

Mr. Fuieminc: I hope you have not made false entries, but rather that you 
made entries which were untrue. The omission could be quite accidental as a 
result, let us say, of inadvertence. 

: Mr. Hunter: Isn’t that inclined to be a dictionary definition of ‘‘false’’? 
_ Are there not other meanings of the word? 


The CuatrMAN: An incorrect entry is not necessarily a false entry. ) 
The Witness: You do not need “knowingly” to qualify “false”. “False” 
- in that context implies knowledge of the falsity. | 


By Mr. Fleming: 


Q. That does not apply to material omission?—A. I am pretty sure about 

that because I enquired. I was curious about that point at one time in going 

through the bill and I looked into it and came to the conclusion that “false” in 

a context like that would imply “false to the knowledge of the person who made 
the statement, excluding innocent mistakes.” 

| Mr. Hunter: Then there is nothing to worry about. 

j Mr. Fiemina: It does not take care of material omission. It could con- 
_ eeivably be made by inadvertence without any fraudulent intent, 

, The CuarrMan: Or the word “deliberately”, 

Mr. Fiemine: Or “knowingly”. 

Mr. Beuzite: “knowingly” would cover it. 

The CHAIRMAN: Or “knowingly omit”, 


By Mr. Lesage: 


Q. Instead of “knowingly” put “without cause’—A. You can make a sub- 
stantial number of omissions Just through not taking ‘a little care, without being 
tied down to “knowingly”. 


By Mr. Stewart: 


Q. We assume that all omissions are made through carelessness: —A. Perhaps 
_ I should just mention this—it is no reason, of course, why there should be any- 
thing unfair or unjust in this clause—that is not my intention—but the tighten- 
ing up that occurs in the clause has been as ‘a result of failures of the old section 
to strike all situations which should be corrected. 


' The CuHatrMaAn: That being so, that brings us to the penalty. Perhaps 
- we could leave it to the discretion of the Judge, as long as we give him a dis- 
_ cretion, or to the trial magistrate, as long as we give him a discretion of a fine. 


By Mr. Fulton: 


Q. Is Mr. MacDonald trying in a sense to impose an absolute duty on the 
bankrupt not to be careless in answering questions?—A. That is right, certainly. 


Mr. Fuiemine: It goes beyond not being careless. You are imposing upon 
him a duty of accuracy and I think it would be pretty hard in the case of a 
lot of people. 


| The CuatrMAN: As long as the omission is an important one, it is a viola- 

tion; even though it is as innocent as can be. Therefore I say that we can safely 
leave it to the trial magistrate or to the trial judge, so long as we give him a 
_ discretion as to penalty. 
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Mr. Futron: He has it up to a term not excceding one year. 
The CHAIRMAN: What about a fine? 


By Mr. Hunter: 
Q. Perhaps Mr. MacDonald could tell us how the practice of a fine is 
worked out. Can a bankrupt pay a fine?—-A. What do you mean? 
; Q@. As a matter of practical everyday life, take a person who has all his 
assets vested in the trustee, can he pay a fine?—A. Not unless he can get it 
from a friend or take it out of his future earnings which the trustee is not able 
to put his hands on, otherwise he has no means of paying a fine. 


By Mr. Fleming: | 

Q. I suppose-in ordinary practice these prosecutions would arise only after 
all the bankrupt’s property has ‘been vested in the trustee. We know from clause 
135 (1) (a) that the order of discharge of a bankrupt does not affect any final 
penalty that has been imposed upon him. I should think it would be pretty 
clear that there would be no right on the part of the court which has imposed 
the fine, after the bankrupt has agreed to pay any claim on the estate. 

The CuHairMAN: It cannot come out of the estate. | 

Mr. Fiemine: It could not possibly do so under those circumstances. 

The CHairMAN: It would have to come from his subsequent earnings. It 
will have to come from his friends, or subsequent earnings. 

Mr. Fiemine: Hither he raises the money from other sources or gets it 
as you have said. I really do not think there is any danger of its affecting a 
the rights of the creditors. 

Mr. Lesacre: No, but as a matter of fact it is there at the end of this clause 
—‘is liable on summary conviction to imprisonment for a term not exceeding 
one year or on conviction under indictment to imprisonment for a term not 
exceeding three years.” There is no alternative, he cannot be fined, he has to 
serve where there is a conviction, he has to serve three years. 

The CHAIRMAN: Where it is by indictment. . 

Mr. Lesace: Yes, where it is by indictment, under summary conviction 
it is one year; but the judge has a certain amount. of discretionary power 
according to the provisions of section 1035 of the Criminal Code. 

The CHarrMAN: That is on summary trial and following conviction for 
an offence. 

Mr. Lesace: Or by any court on cee ipa an indictable offence is 
punishable by imprisonment or a fine in leu of such punishment, for offences 
such are contemplated here. 

The CHAIRMAN: But on summary conviction there is no alternative. 

Mr. Lesace: No, if you look at part XV of the Criminal Code which is 
summary convictions, the judge cannot fine him, but if you go under indict- 
ment, which is a more serious form, then you can give him a fine in lieu of - 
imprisonment. 

Mr. Hunter: Does that apply to bankruptcy offences? 

Mr. Fieminea: It youd, in view of the concluding point in clause 156. 

Mr. Lesage: Yes —“is guilty of an offence and is liable on summary 
conviction to imprisonment for a term not exceeding one year or on con- 
viction under indictment to imprisonment for a term not i ESCREIEE three . 
years.” 

Mr. Hunter: It refers there to the powers under section 1035 of the 
Criminal Code. | 
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= Mr. Lesace: Those powers are only for procedure under parts XV and 
XVI. Part XV deals with summary convictions; and speedy trial, or sum- 
_ mary trial, is part XVI; and then you have 17 and 18. 


Mr. Hoa: Is there not a provision there that that is limited to 
offences under the Code? 


Mr. Fiemine: It is offences — 
Mr. Lesage: —punishable by indictment. 
Mr. Fiteminc: Yes. 


The Witness: I think Mr. Lesage is right on that. JI think the words 
should be added there similar to words which are added to many sections of 
the Code, to the effect that section 1035 of the Code does not apply. 


Mr. Lesacre: Or otherwise let us impose a fine in the case of a summary 
conviction. 


Mr. Cannon: I think we should go back to the old draft where it applies 
' in both cases, summary conviction and indictment, and leave it up to the judge. 
| Mr. LesaceE: Yes. 
Mr. Fieminea: I think that is fair enough. 


The Witness: May I read the notes in the Australian experience, just for 
the record. The Inspector-General in Bankruptcy for Australia wrote in 
1937; to provide for fines against the bankrupt is ludicrous as the property. 
of the bankrupt at the date of sequestration and that which he acquires before 
his discharge vests in the official receiver or trustee with the exception of such 
as are required for his sustenance, and any fine inflicted can _only be paid out 
of the creditor’s money, 


Mr. Futron: Did you inadvertently leave out the provision for a fine, 
. or was it the intention to leave that out? 


The Wirness: It was intended to leave it out. 
Mr. Fiemine: You did that knowingly and deliberately. 
The Witness: Yes. 


The Cuairman: But I still think that this memorandum is in error; a debtor | 
does earn money after his bankruptcy and as to any money that he earns after 
_ bankruptcy, he could use that to pay his fine with. 

The Wirness: Yes. ‘The question of a fine would come up ordinarily while 
he was still bankrupt and without any money, any free money; and any such 
free money is available to the trustee. 

Mr. Fremine: That is a circumstance which the judge will take into 
account when the debtor is before him. The man is there giving his evidence and 
5 where the judge sees that the imposition of a fine is going to penalize the 
creditors rather than the accused, in such cases he will exercise his discretion and 

impose an alternative form of sentence. 

The Cuarrman: Yes, he will act as he sees fit and impose either suspended _ 
sentence or a very small fine. 
Mr. Fieminc: Yes. 
Mr. Hunter: Take these penalties in these quasi criminal offences, the 
F tendency seems to be to treat them rather lightly, is it not? 
& The CuHatrMANn: I do not know on interpretation whether a magistrate 
could impose a fine in dealing with an offence under the clause as it now stands. 
Mr. Hunver: I know that, but I say there is a tendency to be lenient; that 
there is a tendency on the part of our magistrates, and we all know it, in cases 
of a quasi criminal nature, to treat them rather lightly. What are we here 
trying to do? Are we trying to strengthen this or not? 
The Wirness: The experience has been that it is frequently a very small 
fine. 
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Mr. Hunter: Yes, a very small fine of $25 or ten days. 

Mr. Lesage: But it has never been made against the estate in the past. 
Mr. Hunter: If it is going to strengthen the section let us leave it as it is; 

if not, put in the fine. 

Mr. Fremine: I would like to be shown that hardship has resulted or an 
unsatisfactory situation arisen from the law as it has stood over the last thirty 
years under section 191, with the alternative provision of a fine or pee cee & 3 
or both. 

Mr. Lesacs: I have ree ae many cases where the debtor, the bankrupt, in 
the months preceding his- failure has done things which surely he would not 
have done if he had thought or known that the Act carried a penalty of imprison- 
ment for him. It is a deterrent. 3 

The Witness: And we receive many complaints and representations to 
the effect that prosecutions are rendered ineffective because of the light penalty 
that is imposed. 

Mr. Fiemina: Is that due to the fact that a fine can be levied instead of a 
prison term? 

The Witness: That is due to the fact that a fine can be levied, a small fine 
is levied very often. 

Mr. Fiemine: There is nothing to prevent a magistrate, or a judge even, 
if he has got the powed here to imprison, from giving suspended sentence. 


Mr. Lesage: I think that is a matter for the attorney-general. 
Mr. Hunter: If he applies against the bankrupt. 
Mr. Lesage: We will have to put in that provision, that 1035 does not apply. 


The CHairMAN: If you follow that through to its logical conclusion we 
are reaching a decision that our magistrates do not use good judgment in the 
circumstances and we are going to take the matter out of their hands and see 
that they impose a penalty far greater than they think should be imposed. Mr. 
MacDonald, your complaint is that they are too lenient, that the fines are too 
small and are not effective. | | 

Mr. Fuuron: It seems to me that Mr. MacDonald’s argument has been 
that under the law as it stood the bankrupt had tended, shall we say, to be 
careless in making disclosures, in making answers to questions which are asked 
of him, and that carelessness sometimes appears to be not too serious and the 
magistrate then imposes a small fine. I take it his argument 1s—perhaps the 
thought in the back of his mind—that if the magistrate has no power to impose a 
fine the prison sentence must follow any such omissions and then the bankrupts 
are going to be much more careful in making the answers to the questions, and 
in that way the whole purpose of the Act will be better served. Isn’t that 
your thought? 

The Wrrness: A term of imprisonment without the option of a fine 
generally speaking does have a greater deterring effect than a punishment which 
contains the option of a fine. 

Mr. Fuuton: And the magistrate, Mr. Chairman, is naturally dealing 
with an offence which has occurred, and it would be difficult, for instance, for a 
magistrate to say that in his opinion this offence is so serious that he should 
make an example which will have a salutary effect on other people in bank- 
ruptey or facing bankruptcy throughout Canada. He deals with an offence 
which has just occurred and which seems to him to be trivial, and in so doing he 
treats it, shall we say, lightly. If this is strengthening the. law, if by making 
certain that the penalty is a prison term without the option of a fine, then 
perhaps the point is well taken. 

Mr. Lesage: I agree with you, because a chap under those circumstances 
is going to be a little more careful in the representations he makes. 
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; The CuarrMan: I do not mind people being put in the position where you 
can threaten them and make them do what you think should be done to give — 
effect to the provisions of an Act of this kind, and I do not for a moment ~ 
believe that one bankrupt in fifty, if he knew he was liable to a prison term, 
would fail to respond in all proper matters. 


Mr. Beuzie: Is it not a fact that a trustee is very reluctant to place a 
charge against a bankrupt; and is it not your experience that the attorneys- 
general of the provinces will never proffer an indictment against him in fact? 


The Wrrness: Well, I could be factual and say that in so far as I know— 


Mr. Lesacu:. The attorney-general of the province takes up the case only 
after the man has been committed for trial, after the primary hearing has been 
completed and the case sent on to him. 


Mr. Ricuarp (Glowcester): In clause 9, what is meant by the word 
“speculation”? , | 


Mr. Cannon: If you read clause (d) in relation to the concluding clause 
and you contemplate a man going to jail without the option of a fine, having 
made hazardous speculations; I think that is another argument in favour of 
what you said, that it is a good thing to leave out the option of a fine. 


Mr. Bennett: Don’t you think it would be more difficult. to obtain 
convictions when there is not the alternative of a fine? 


Mr. Hunter: It seems to me that this is a matter of policy. We are 
saying in effect, leaving it the way it is, that the general public, including the 
magistrates, tend to regard these offences rather lightly and we need to raise 
public morality to a higher level, but you cannot raise public morality to a 
higher level by legislation, legislation has to go with public morality. 

Mr. Fuutron: To get back to clause (b), out of which the prosecution 
arises, if you put in there, “who makes a false entry or knowingly makes 
material omission’”—and thereby conceals, is lable to, imprisonment for one 
year you have pretty well covered the case you intended to and you have 
introduced the element of intent or deliberation; and then, if a man does that, 
he deserves, surely, not to have the option of a fine. ) 

The CHairMAN: “Knowingly makes a material omission” would cover it. 

The Witness: Or, say, “knowingly or negligently”. 


Mr. Fiemina: That is mere carelessness. Surely we are not going to 
penalize mere carelessness, because there is a lot of carelessness in matters of 
this kind. 


The CHarrMan: Clause (d) carried. Clause (e). 
Mr. Fieminc: What are we doing with (d)? 


The CHAIRMAN: Knowingly makes a material omission”, Mr. MacDonald 
— accepts that. 


Mr. Lesace: Don’t you think six months is too short a period? I had one 
ease in which some books had been mutilated or falsified a little more than 
seven months before the assignment. At that moment the bankrupt was 
already insolvent and he had falsified his books. 


Mr. Cannon: In a case of that kind could you not have had him appre- 
hended and prosecuted him under the Criminal Code? 


Mr. Lesace: Well, I studied the matter carefully and there was nothing 
that I could do. These were his own books. 


— Mr.'Fiemrnc: What do you suggest? 
Mr. Lesace: Two years, the same as in the other clause. 
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Mr. Fiemrine: Clause 158, line 18—"has not kept proper books of account 
during the two years’”— and then en ‘after or within the two year period men- 
tioned in paragraph (a)”. 

Mr. LesAce: That is right, but that is in the case ny a person who has been a 
bankrupt previously—six months is not a very long period, it should be for a 
longer period than that. 

Mr. Fuemine: You would expect him to do that for the current year. 

The CHairmMAN: What would you think of putting the words “after bank- 
ruptcy” in the second line, and saying “at any time after insolvency”. 


Mr. Lesace: Insolvency has to be proven with his own books and that is a 


very difficult. 

Mr. Fiemine: Is there any objection to making 7 a year? 

Mr. Lesace: A year would be better than six months anyway; so the word 
“six” would be replaced by the word ‘“‘twelve”’. 

The CuatRMAN: Agreed? 

Agreed, ; 

Subclause (f): 

Mr. Fiemtinea: Is that not the same thing? Should we not make ital twelve 
months with regard to false representations also? 

Mr. Lesacre: My case deals with the problem which I have in mind. This 
man falsified his books and then made a report to the bank, a report which was 
false, and he obtained credit on it. 

Mr. Fiemine: Why should it not be twelve months there, the same as in 
the preceding clause? 

Mr. Lesacre: Yes. 

Mr. Fuemine: It is falsification in both cases. 

The CHarrman: Now we come to the contentious eubC lee, (g); what 
are we to do with that? 


Mr. Lesace: I wonder if we should not come back to-the first proposition 


of Mr. Fleming which was to add the word “wilfully” after the word “who” in 
subclause (a). That would avoid all this discussion. : 


By Mr. Hunter: 


@. Who proposed paragraph (g)?—A. (g) was taken fin the English Act. 

Q: And what has been the experience of the English with it? Have you any 
information about it, Mr. Chairman?—A. No, I have not. It was taken from 
the English Act and was placed in our bill by a previous superintendent. 


Mr. FLeminc: We can leave “gambling” in, but I think we had better take 
out “by rash or hazardous speculations”. A man might decide to make himself 
rich by purchasing, let us say, oil stocks. 


Mr. Hunter: Would that be gambling? 


Mr. Fuemine: He might not think it was gambling. I would just leave in 


“oambling”’ and cut out these other references. 
Mr. Hunter: Gambling has a very wide connotation. 


Mr. Gour: I know of a man who was quite honest in his business but: he 
believed that he could get rich by going into big business. The result was that 
he came very close to bankruptcy. We have not got anything which would 
apply to a case like that. 


The Cuairman: I do not think there would be any serious harm done if 


we struck out that subclause altogether. 
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_ Q. Gambling is defined in the Code matt also in the Gaming Act.—A. It is 
; defined in the Code. You have to determine in each case whether it is 
- rambling. 

, The CHatrMan: Is it agreed to cut out (g) entirely? 


x By Mr. Fleming: 

a Q. There is nothing in the present Act which is a counterpart of it?—A. This 
is correct. 

, Q. Very well, I would take it out. 

The CHAIRMAN: Is it agreed to cut out (g) entirely? 


Mr. Fiemine: That would change the lettering of (h) and (1); and under 
_ (h) -we had better change “six” to “twelve”. This is a type of fraud. 


> 


a The CHAIRMAN: Yes, (h) will now be relettered (g); and the amendment 
will be made from “six to twelve months.” Is that ate ney And a similar 
amendment in the following subclause. 

By Mr. Stewart: 3 
——-Q. - Does that mean “fraudulently conceals” or “fraudulently removes” in 
line 31? 3 
iy Mr. Beuziie: I think that “fraudulently” applies to “removes”. 


By Mr. Hunter:  : 
Q. That is a matter of interpretation of English. Who is an expert here on 
a Bt subject?—-A. I am not an expert, but I would be of the opinion that “fraud- 
~ulently” would qualify both words. 


wt By Mr. Fleming: 
3 Q. There is a feature of the new paragraph (h), the one which was lettered 
(2) before, with which I do not agree in lines 88 and 39: 
“.. . unless in the case of a trader such pawning, pledging or dis posing is 
in the ordinary way of trade and unless in any case he proves that he had 
Ss no intent to defraud;” 


I dislike very much shifting the normal burden of proof. Why shouldn’t it 
_ be a part of the regular burden of proof borne by the prosecution to prove intent? 
I do not like these cases where we are trying to put on the accused the burden 

: of disproving the intent to defraud. 


4 By the Chairman: 
e ~Q. What do you say to that?—A. The burden of. proof is only shifted 
under (2) 

The CLERK OF THE CoMMITTEE: New paragraph (h). 


The Witness: Under new paragraph (h), yes, the former one marked (2), 
and that is in the case of property obtained on credit. If he disposes of any 
_ property which he has obtained on credit and which he has not paid for, you in 
_ effect put upon him the presumption that he intended to defraud. The question 
_ is whether that is too harsh in a situation where without paying for the property 
he pledges it to obtain more credit. 


By Mr. Fleming: 


 Q. You have that provision, it’ is true, under subelause (n) of the present 

Act, section 191 subsection (n); unless he proves he had no intent to defraud. 

‘Personally, I do not like it—A. That is the Act in section 191 subsection (n) 
and (0), the same idea. 


164 STANDING COMMITTEE 


Q. But I do not like it. —A. It doesn’t seem to me that it is an unduly harsh . 


provision. Consider the case of a man who has bought goods from you. He is 


. 
4 


a bankrupt now or he is within six months or a year of becoming a bankripted ; 
and then, in order to get more credit, he pledges those goods to somebody else © 


without having paid you. Is it asking too much to vel that man that he must 
explain that he did not intend to defraud? 

Mr. Ricuarp (Gloucester): A fellow has the right to protect himself 
through filing a bill of sale or something in the nature of a lien. He takes 
his chances. 


Mr. Futton: I agree with Mr. MacDonald. The operation might be 


this: a person is hard up financially and he says: how can I get some ready 
eash? Well, I will go and buy a machine and having got posession of that 
machine I can pledge it to somebody else and get so much money. Prima facie 
it is a fraudulent operation. 


Mr. Cannon: There is an element there that is necessary but which is 


not expressed in the subclause.. That is, if-a person who buys a machine on the’ 


instalment plan does not pay his vendor. Suppose I bought a machine on the 
instalment plan and it is not paid for. Then I sell it to somebody else. The 
machine was not paid for when I sold it. It would still be an offence under this 
clause unless you have something in the clause which makes it an exception. 

The Witness: All you need to do is come in and explain the circum- 
stances. 3 

Mr. Lesacm: Unless he proves he has no intent to defraud. 

Mr. Cannon: That is where it comes in handy. 

The CHAIRMAN: Suppose a man got a piece of furniture on credit and then 
became hard up? 


Mr. Cannon: I do not think we are unduly imposing a burden on the man 
who has not proven his innocence; but the circumstances are suspicious to 
begin with, in that he has sold something which he bought on credit, and he 
sells it for cash. So let him prove that his intent is not to defraud. 


The CHarrMAN: Shall the clause carry? 
Carried. 


By Mr. Lesage: : 

Q. If the clause carries, I suggest that something be added so that section 
1035 of the Criminal Code will not apply—A. Yes, that would be an approp- 
riate amendment. 

 Q. If the clause carries, is it the whole clause or subclause (8) only? 

The CuatrmMan: The whole clause. We are through with it now.. 

Mr. Fuemince: But we have not dealt with the last four lines. 

The CuHairMAN: I understood apropos these amendments we made as we 
went along that the committee is now content with an imprisonment penalty 
and not a fine. 

Mr. Fuuton: Yes, but there is an option of a fine under the indictment 
procedure. 

The Cuatrman: And you want to remove it? 

Mr. Fuutron: That, I think, was the suggestion. 


By Mr. Lesage: 


~Q. But he would not have had it under summary conviction—A. The 
last four lines of clause 156 should have contained these words to carry out their 
intention, ‘the words and provisions of section 1035 of the Criminal Code 
shall not apply”. 
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Q. Mr. Hunter wondered if the offence prescribed under indictment under 
the Bankruptcy Act is to be an indictable offence, beeause it. was not in the 
Criminal Code.—A. Under section 28. . . 


Mr. Lesace: Yes, under clause 28 of the Interpretation Act it is. 


- 


By Mr. Hunter: 


(. 1 presume that under a clause worded such as this, the accused would 
have no option of a trial by judge and jury.—A. Oh, he would, if charged by 
way of indictment. 

Q. No.—A. Oh, he has no option whatever as to whether he is to be 
charged by way of summary conviction or indictment. 

The CuHarrMAN: Carried. Shall clause 157 carry? 

Mr. Lesace: How did you word the amendment? I was not. listening at 
the moment. | | 

The CuairMan: “and the provisions of section 1035 of the Criminal Code 
shall not apply”. 


Mr. Lesage: All right. 
The CuyatrMan: Does clause 157 carry? 


. 
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By Mr. Stewart: 

Q. Can we be told what is the average length of time that a bankrupt 
remains undischarged after the affairs of the bankrupt have been cleaned up?— 
A. I do not think I could assign any average time. Sometimes a bankrupt is 
never discharged. Quite frequently he never takes his discharge. 


Mr. Lesacr: That is why there is a provision for automatic Havtiiiese in 
the new bill. 


The CHatrMAN: Carried. Shall clause 158 carry. 
Carried. 


Mr. Ricuarp (Gloucester): What about paragraph (a)? 

Mr. Fiemine: It is: 
| (a) being engaged in any trade or business, he has not kept proper 
books of account during the two years... . 

Mr. Lesace: If he has not been engaged in business for more than one year 
and thas not kept books for more than one year, he is guilty because it reads: 
“during the two years”, and not “during two years”; at any moment during the 
two years that he should have kept books and did not. 7 

The CHArRMAN: Clause 159? 

_ Mr. Freminc: There is a point there. Mr. Lesage says it means at any. 
moment. What is the French translation of clause 158 (1) (a), for the word 
“during”? 

Mr. Lesage: It is “durant”. 


By Mr. Fleming: 

Q. That means he must keep books and must have continued to keep books 
throughout the entire space of the next two years preceding his bankruptcy.— 
A. I would think so. 

Q. If that is the French version?—A. If that is not the case, then a defence 
of keeping books for one week would suffice. 

Mr. Lesage: I think it is ambiguous. 
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By Mr. Fleming: 


Q. We ought to clear it up then —A. Section 193 (1) of the present Act reads: 


ae the whole or any part of the two years immediately 
preceding . 


That would abort Mr. Fisning 

| . . during the whole or any part of the two years.... 

Mr. Fiemine: Suppose he slips up for half a day in keeping his books? 

Mr. Cannon: Suppose you say “at any time”? ; 
Mr. Fieminc: Suppose a man slips up for a couple of days and does not 


keep books for two days. Surely a slip of two days in a space of two years would 
be pretty drastic, would it not? 


Mr. Cannon: It would not be interpreted as not keeping books, if he 
omitted to make entries for two days. 


Mr. Fuiremine: All right. Take a more advanced case. Suppose he changes 
his method of bookkeeping and starts a new set of books and so on, and there 
is a hiatus between set 1 and set 2 of let us say two days. Has the man committed 
an infraction of this clause? 


Mr. Lesacm: But he is a man who has already been bankrupt once before. 
We must not forget that fact. We think when a man has been bankrupt once 
and has been discharged, and some people have lost money on his account,— 
we think we should impose upon him a very strict obligation. 


Mr. Fiemine: That he should keep books 365 days of the year for twenty- 
four hours a day. 


The CHAIRMAN : May I read this for the benefit of Mr. Lesage and Mr. 
Fleming: 

Being envaged in any trade or business at any time during the two years | 

immediately preceding his ‘bankruptcy he has not kept proper. books of 

account. 


That is just changing the words around. 


Mr. Fiemine: I think that is fair. That implies that his keeping of books 
must be reasonably continuous, and in respect of being engaged in a trade or 
business, it is not nearly so rigid as this form would be. 

Mr. Lesace: That is what we mean, all right. 


By Mr. Stewart: 


Q. Can you give us any definition of what is meant by proper books of 
account?—A. No, Mr. Stewart. 

Q. I know, and you should know.—A. It would be a question of fact in 
each case. 

Q. Would it include all vouchers and all documents relative to the entries 
in the books? Or would it be pust a mere matter of books?—-A. Depending on 
the circumstances of the case, the judge would have to look at the business carried 
on and say: is the bookkeeping system adequate for the ordinary purposes of 
this business? 

Q. What do you mean by “bookkeeping system”?—A. Well, one book can 
be a system. 


Mr. Fiemince: The emphasis is on records, keeping records so that some- 
body can trace his transactions. 


Mr. Stewart: I have seen books which had no records to substantiate the 
entries in them, and the records were very important. 
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By Mr. Fleming: 
Q. The same phrase has been in the Act for thirty years and I do not think 
it has given any serious difficulty—A. No, Mr. Fleming. 
Mr. Stewart: It is pretty well accepted. 
The CuHarrman: Carried. Clause 159 “false claim, etc.” carried. 


4 
» 
4 Mr. Cannon: I am sorry to refer back to clause 158, but don’t you think 
_ that clause 158 (1) (6) opens the door too wide? If a man ceases doing business 
a week before bankruptcy and then destroys his books of account, he is perfectly 
P 


entitled to do so under that provision. If he is not still so engaged it is an 
entirely different story. | 
Mr. Fiemina: There is a good point there. Could we not overcome that 
by combining (a) and (b) and using the words, “has not kept and preserved 
proper books of account up to the date of’— 
The CHAIRMAN: Yes, kept and preserved. 
Mr. Lesace: Up to the date. 
; The Witness: Just before any change is made, would you look at (c) in 
that connection? 
Mr. Fiemine: But it is a question of intent. 
Mr. Lesacn: Yes. 
Mr. Fuiemine: (c) creates the offence; unless there was no attempt to 
conceal; (b) deals with the simple case of preservation. 
The Witness: The expression is in the present Act. 
P Mr. Fueminea: (b) is where he fails to preserve, while (c) deals with the 
: attempt to conceal; and then the question comes up as to whether the failure 
_ to preserve was a result of the attempt to conceal or not. 
. Mr. Lesage: As a matter of fact, Mr. Fleming is right. A man already 
bankrupt goes back into business. He has some debts, of course. If later on, 
- in the course of a few years, he again becomes bankrupt I believe he should 
1 keep all the books pertaining to the old business for a period of years, and 
_ I think that should be mandatory. 
The Witness: But the subsequent bankruptcy may have no relation to 
; the business to which those books ‘apply. For instance, he might at the end 
of his first bankruptcy go into merchandising and he might carry that sort of 
_ business on for five years and then close it out perfectly solvent and go into 
_ another business and in the course of another five years become bankrupt. 
¥ Mr. Lesace: But that is after five years. I believe he should be required 
- to keep his books for at least two years. After all, that is not such a terribly 
long time and it is a good protection. This man has already failed once, at least. 
i Mr. Cannon: What do you suggest, Mr. Lesage; combining (a) ana (b)? 
a Mr. Lesacr: Yes, your (b) is good. 
: Mr. Fiemine: Keeping and preserving. 
! Mr. Cannon: And preserving, yes. 
5 The CuHarMan: May I read the subclause as amended: (b) will come out 
; entirely and (a) will read as follows: 
being engaged in any trade or business at any time during two years 
immediately preceding his bankruptcy he has not kept and preserved 
proper books of account. 


Agreed? 

Agreed. 

Mr. Fiemine: And that would change (c) to (b). 
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The CuatrMAN: And. it is a reasonable term, I would think. 
Mr. Bruzite: Do you keep the word “or” there at the end? 
The CHAIRMAN: Yes. 


Clause 159—subclause 3 is a new part of that. clause. 
Mr. Fuuron: I do not quite see what 3 means: 


(3) Where the bankrupt enters into any transaction with any person 
for the purpose of obtaining a benefit or advantage to which either of — 
them would not be entitled, he is guilty of an offence and is hable on — 
summary conviction to imprisonment for a term not exceeding one year. 


The Wrrness: The explanation is on the opposite page, Mr. Fulton, for 
that particular subclause. 


The CHAIRMAN: Carried. 
Clause 160. 

Carried. 

Clause 161. 

Carried. 

Clause 162. 

Carried. 

Clause 163. 


Mr. Fuuton: Mr. MacDonald, these new words whieh have been added to - 
clause 162—‘directed, authorized, ‘condoned or participated”—are they found 
in the Act of any other countries? The question I had in mind was this: I think — 
the purpose is excellent; I do not think anyone would disagree with it; but is 
there any chance that they are so wide that they will in fact include some 
member of the board of directors or something of that sort who did not actually 
direct, authorize, condone or participate; have you had that experience in 
other cases? 

The Witness: Every officer, director or agent of a corporation; if he directs, 
if he authorizes, if he condones, if he participates—in each of these four 
situations he has been participant. ; 

Mr. Fulton: And you mean by that participated in the commission of an 
offence. I would imagine, it would seem possible, that a case might arise where 
say a Secretary of a company not knowing the whole financial implications of a 
transaction participated in an official capacity by signing a document which — 
turns out to be an offence; in other words, I wonder whether the element of 
intent should not be made a little more clear in that section. 

The Witness: If he has participated—‘directed, authorized, condoned. or 
participated”—having regard particularly to those three preceding words, 
Mr. Fulton, I would think that “participated” would mean participated with 
the same degree of guilty knowledge as was required’ to be shown to prove the 
offence—they participated in the commission of an offence. 

The CHarrMAN: I see your point, Mr. Fulton. You could have a secretary- 
treasurer of a company who is not a shareholder, just a paid servant who does 
what he is told, and he is not participating in any way in any of the benefits 
which would flow from condoning and it might be wrong to hold him lhable. 

Mr. Fiemine: I think any officer, whether a. shareholder, a director or not, 
who does know of these things ought to be liable. 


Mr. Fuuton: Apparently the law does not give rise to any ay eos yet. 
The CHarRMAN: Shall the clause carry? 
Carried. 
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Clause 164. 


Mr. Lesage: On 163, Mr. Chairman, who suggested subclause 4; and, what 
is the advantage of it? 


The Wirness: It was developed in the office, Mr. Lesage. 

, Mr. Lesage: Was it at the request of the attorneys-general of the province? 
. The Wirnuss: No, not to my knowledge. . 
Z 


Mr. Lesacp: It is only imposing on the one who has to prosecute the 
parties, and I do not see the necessity for it. 


; The Wirness: Would you repeat that, please? 


, Mr. Lesace: It is only imposing on the prosecuting parties—the trustee 
_ is the only one who can prosecute—it is imposing a burden on him for which 
- I do not see the necessity. 


The Wirness: I am not sure that I just follow you. 
Mr. Lesace: I do not see the use of it. 


Mr. Fiemine: Are you sending a copy of the resolution or order to the 
crown attorney? ; 


Mr. Lesace: Yes, I would say we are—a copy of the resolution or order. 
_ duly certified as a true copy thereof, together with copies of reports or state- 
ments or facts on which the order or resolution was based, to the crown attorney. 


. 
Mr. Beuzite: But the crown attorney has no jurisdiction. 

Mr. Lesace: You are right, it is no business of the crown attorney. 

Mr. Fuieminea: Is the crown attorney at the wrong end of the proceedings 
7 

i> 

y 

; 


in that? 
Mr. Lesacn: No, the crown attorney will come into the proceedings only 
if the prosecution is by indictment; that is after a commitment for trial and 

after preliminary hearing; unless there is a very special case in which possibly 
_ the Attorney-General will prosecute. But in my practice as crown prosecutor 
in Quebec I have prosecuted, I have dealt with such cases, but only at trial 
after committal for trial. The preliminary inquiry was always conducted by 
the attorney for the bankruptcy. 

The CHAIRMAN: Who lays the information in your province? 

Mr.. Lesace: The trustee. 

The Witness: The practice varies from place to place and from time to 
time. 

Mr. Lesace: It would not apply as far as the Province of Quebec is con- 
cerned; it would be of no use there. 

The CHAIRMAN: It would cover your leis if we add the si 
“requiring the trustee to lay the information or to send the material to the crown” 
and the crown then would act. 
: Mr. Fiemine: Is there any great burden? It does not do any offence to 
_ the crown attorney to get these papers. | 
f The Wirness: There is the element of criminal law connected with these 
$, offences and the administration of criminal justice is the responsibility of the 
a provinces. 
__. Mr. Lzsace: Yes. 
iy 


The Wrrness: So there is no anomaly in sending the record to the local 
prosecuting officer so that he can determine whether he will undertake the 
_ responsibility for the prosecution. He may not do so. He may say, the arrange- 
ments here are that this is not covered by my instructions; but on the other 
. hand he may take it on. I would not go, even at the present time, so far as 
to say that in no province or community in Canada if you take a proper case 
to the prosecuting officer he will not take it up. 
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Mr. Beuzite: It looks to me as though there is a misunderstanding here — 


with reference to the crown attorney. In the Province of Quebec the crown 
attorney in any district acts only upon special order from the Attorney- 
General. He acts only when he gets a letter of instructions directing him to 
proceed, and that applies to the one case only which is referred to him by the 
Attorney-General. 

Mr. Lesace: A prosecutor has general instructions but he cannot prosecute 
in a case of bankruptcy, unless he has direct instructions so to do. Suppose, 
for instance, someone has stolen from me; the crown attorney in our province 
-eannot take action to prosecute, he would say that that is a matter of private 
business between me and the thief. 

Mr. Cannon: And then we have the relationship of master and servant. 
They will not do anything which relates to your employee, you have to look 
after 1t yourself. 

Mr. Lesace: Yes, we had a case like that, we went together on one; and 
in a case of that kind you have to prosecute yourself, the crown attorney will 
not take it up for you; you have to take up the case yourself. 

The Wrrness: That is what is going to happen, the creditors are going to 
force the trustee in a particular case to initiate proceedings. 

Mr. Lesacr: Who is going to instruct the trustee? 

The Witness: The creditors; and the trustee is going to, in pursuance of 
subclause (4), take the record and lay it in the office of the crown attorney. 
Now the crown attorney is going to do one of two things. He is going to say to 
the trustee “I am sorry but handling these cases is not within my retainer or my 
instructions,” in which case nothing has been lost. But in another place the 
prosecuting officer may very well say: “Yes, I am a salaried prosecuting officer 
and that is part of my work.” . 

Mr. Lesace: The trustee shall, in either case when he is instructed to pros- 
ecute, send a copy of the whole evidence to the attorney general. It will reach 
the attorney general’s office; it will go through months of waiting. 

The CHatrMaANn: I have a minor suggestion that, I think, may cure this. 
Where a trustee is authorized or directed by the inspector or the court to initiate 
proceedings against any person believed to have committed an offence, he shall 
either initiate the said proceedings or shall send or cause to. be sent all this 
material, and that would apply then, equally well in Quebec as in Ontario. In 
Ontario, he will not initiate, he will send copies; in Quebec, he will initiate, 
I mean the trustee will initiate proceedings. 3 

The Witness: Well now, what is going to happen there? I am afraid that 
the creditors are going to say “All right, we are not going to give you any such 
instructions because we know that the crown prosecutor in the face of that pro- 
vision will tell you to prosecute, yourself. And that means the expense of this 
prosecution will be borne by the estate. We look upon these prosecutions as a 
public responsibility, we have already lost sufficient as a result of the actions of 
the bankrupt and we do not see why we should send good money after bad. If 
this is not a public responsibility we will not do it, and no action will be taken. 

Mr. Cannon: My experience with the attorney general’s department is—if 
you leave the option either in the way it has been suggested by the chairman or 
else if we leave it as drafted now, what will happen will be that the trustee will 
wait for the attorney general and the attorney general will wait for the trustee 
and nothing will be done. Leave the responsibility on the trustee to carry out the 


instructions. If you give him the slightest opportunity of getting away from - 
that responsibility, he will not do anything and the attorney general will not do~ 


anything and nothing will be done. I think the only way to get action is to leave 
the responsibility on the trustee to do it. Now, as has been said, if some other 
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body intervenes and asks the attorney general to take action and he decides to 
take action, all the better, but do not leave the door open for the trustee to have 
the work done by somebody else. 


The Wirness: But those creditors are only creditors in a bankrupt estate 
once. Now at this date, they have nothing to gain financially by this prosecu- 
tion. They are only human and they are not going to regard it as their respon- 
sibility to vindicate the general bankruptcy law and the first question they are 
_. going to ask the trustee is “How much is this going to cost and where is the 
money coming from?” And the trustee has to reply “It has got to come from 
: you.” And then they are going to say ‘‘Why should we, having already lost 
; enough out of this case, put in more money to see him prosecuted when it will 
bring no return to us; that should be a public and not our responsibility.” And 
| the result is going to be that there will be no prosecution. 

; Mr. Fuuron: But I do not understand why it is not a public responsibility. 
| It is an offence against a statute for which procedure is provided by the Criminal 

Code. Surely it becomes a public responsibility, automatically. 

, The Witness: Subclause (4) takes the view that it is. 


Mr. Lusace: Yes, but you know our objection is very serious and if you 
leave subclause (4) as it is there, knowing the policy of the attorney general’s 
department of the province of Quebec, you might as well delete starting from 
clause 156 up to there. There will not be any prosecution, because the depart- 
ment of the attorney general in the province of Quebec feels that is not its duty 

- to prosecute in matters of bankruptcy and if Mr. MacDonald can have Mr. 
___ Duplessis change his mind, so much the better, but it is not subclause (4) of 
clause 156 of the Bankruptcy Act that will lead him to change his mind. 
Mr. BENNETT: Subclause (18) of clause 8 reads as follows: 
The trustee may initiate such criminal proceedings as may be author- 
: ized by the creditors, the inspectors, or the court against any person 
; believed to have committed an offence under this Act. 


: That is the general authority. I do not see why you have to go further than 

that because the procedure does vary in the various provinces and even with 

various crown attorneys, for instance, in Ontario some will take a summary 
offence and others will not. 


The CHAIRMAN: Well, when our Quebec members tell us that in the 
; province of Quebec the crown attorney will not even prosecute in regard to a 
cheque charge, that indicates their practice there pretty clearly, and I do 
not want to urge this unduly but I do think if the words are added “requiring 
- the trustee either to initiate the proceedings himself, or to send” and so forth,— 


Mr. Bennett: If you send a resolution to a crown attorney, he may just. 
put it in his basket. | 


Mr. Futron: That is not so in any province where the responsibility of the 
crown attorney is to open prosecution under the Bankruptcy Act, “the trustee 
shall send”’. | | 


Mr. Lesace: But he will. Anyway you do not have to put it in the Act. 
If he really wants the man to be prosecuted by the creditors, wants the man 
to be prosecuted, they will instruct without subclause (4), they will instruct 
the trustee to deliver the evidence to the attorney general or the crown attorney. 
They will do that without subclause (4). In the past we did not have that sub- 
clause (4). 


Mr. Cannon: To meet Mr. MacDonald’s objection and it is a real one 
I understand, that the people who are interested in the bankruptcy might not 
want to put up their own money to prosecute, may we suggest this note be put 
in the law, that in those provinces in which it is the practice of the attorney 
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general not to prosecute in such cases that the Department of Justice of the 
federal government should take upon itself to prosecute through a lawyer in 
the province. 

Mr. Lesace: What about the constitution, the administration of justice? 
That is a provincial matter. 

Mr. Cannon: Oh yes, but it is a federal matter, this bankruptcy. 

The CHarrmMan: Of course, any offence under the code is a federal offence. 


Mr. Furminc: Would Mr. MacDonald tell us what was the purpose in 
introducing subclause (4)? Was it to put the responsibility for pressing the 
prosecution on the attorney general and thereby relieve the trustee or to 
continue the responsibility on the trustee but simply to bring the alleged offence 
to the attention of the crown attorney as the legal law enforcement officer. 


The Witness: I was in the hope that if the case were presented by the 
trustee to the local crown prosecutor he would regard it as part of his duties 
in the ordinary enforcement of the law and take it up. 

Just one other word, if I may, on private prosecutions or prosecutions at the 
instance of trustees and creditors. Here is a list of the prosecutions in 1948: 
(1) accused acquitted; (2) accused fined $50 and made restitution of $500. 
Now you can see the comparison there between the criminal aspect of it and the 
other aspect. of it. He was fined $50. He made restitution of $500. Now that 
was a very satisfactory conclusion for that estate but how far that went to 
discourage other persons from violating the Bankruptcy Act is another matter. 
(3) Accused sentenced to 30 days’ imprisonment; (4) Accused sentenced to 
30 days’ imprisonment; (5) Proceedings abandoned in view of restitution; 
(6) Action discontinued on instructions of creditors. It does not say anything 
about restitution there but you can draw any inference you choose. 

Mr. Cannon: Were these cases all private prosecutions? 

The Wirness:They were not taken up by the crown authorities, so far 
as I know. 

Mr. Lesage: In the province of Quebec, and elsewhere [ believe, no prosecu- 
tion may be abandoned, even at the stage of the preliminary hearing, without 
the consent of the crown, so the crown had to consent in these two cases because 
otherwise they could not withdraw the cases. 


The Witness: The attitude of the crown towards ene withdrawal of an 
information in a case it 1s not sponsoring as a part of the enforcement of 
criminal justice, is ordinarily far different from the attitude of the crown when 
it is prosecuting a case it ‘has undertaken the responsibility to prosecute. Now, 
let me continue the enumeration: (7) Proceedings abandoned, no assets and 
whereabouts of accused unknown; (8) Accused forfeited bail ‘but later was 
convicted on similar charges in another province. 


Mr. Cannon: Let me suggest this: that if you leave subclause (4) as it is, 
you are practically absolving the trustee of the responsibility of doing anything 
other than sending the document to the attorney general’s department and he 
will not prosecute. I think we ought to take your suggestion, Mr. Chairman, 
which is to say that the trustee shall institute proceedings and send the document 
to the attorney general’s department. But if you leave it as it is I respectfully 
submit that you are practically liberating the trustee from the obligation of 
domg anything at all notwithstanding the instructions he has received from the 
inspector, except sending the document to the attorney general. 

Mr. Lesace: And he waits for six months? 

Mr. Cannon: And he waits for six months and nothing happens. 

Mr. Fiemine: What is the advantage of ‘having it in at all? 

Mr. Cannon: Well, that is it, what is the advantage of having it in at all. 
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Mr. Hunter: Who is going to pay for this prosecution? 
Mr. Lesage: The estate up to the stage of the preliminary hearing and then 
the crown takes the case over. 

Mr. Hunter: If the prosecution is going to involve amy money, the creditors 
would rather have the money than spend it prosecuting. 

Mr. Lesace: I am convinced of what you say, but I am telling you what 
happens. 

The CuarrMan: This clause will stand while the superintendent has a chance 
to think it over. 


4 
The CHarrMAN: Shall clause 164 carry? 
| 
: 
: 
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Carried. 
Clause 165? 
Carried. 


Mr. Fuuron: That is a new clause. Will there be any limitations on the 
length of time? 


The Cuarrman: No. 
Clause 166? 
Carried. 

Clause 167? 
Carried. 

Clause 168? 

: Carried. 

4 Clause 169? 
‘ Carried. 
i 


E, Mr. Fitemine: Just a moment, Mr. Chairman, what about Clause 166, sub- 
clause (4), the suggestion of the Toronto Board of Trade that the words “and 
; shall have effect as if enacted by this Act” be retained? 

Mr. Lesace: Well, they are not necessary. 

Mr. FiEeminG: It is to give statutory effect to the rules under the Judicature 
q Acts of most of the provinces? It is in the present Act and we are dropping it. 
4 Mr. Fuuton: It is going to be judicially noticed. 

4 Mr. LesaceE: It has the same effect. They have complete effect if they are 
judicially noticed. 

: Mr. Futron: Does the Act itself give them force? 

Mr. Lesage: I do not see why. It is not necessary. 

Mr. Hunter: It is considered that they are included in the words “judicially 
noticed.”” Is that correct? Is there a distinction between “judicially noticed” 
and being part of the law? 

Mr. Lesace: There is a distinction, yes, but there is no distinction in effect. 

Mr. Fiemine: Yes, there could be a distinction in effect. 

The CuHarrman: What do you want me to do with them? The general rule 
was, I believe, mutatis mutandis, or something of that sort? 


The Wrrness: The rules are not rules establishing offences. They are 
procedural, and if you do not follow them you are out of court; or else the 
sanctions are that the bankrupt is punishable, or other persons are punishable if 
they do not abide by the Act and the rules. So, in view of the fact that the 
Governor in Council is given power to make rules for the purpose of carrying 
into effect the object of the Act, it seems to me that the point is covered. 
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By Mr. Hunter: 
Q. Do you need 4 at all?—A. General rules shall be judicially noticed; yes, 
I think you do. I do not think the Evidence Act goes far enough to say that. 


Mr. Cannon: Unless there is something which says that the general rules 
shall be considered as part of the Act, I do not think you have anything like 
that. 

Mr. Fuuron: If you naded + ‘shall have the force and effect as though 
enacted by this Act” you would have covered it completely. 


By Mr. Fleming: 

Q. Those words are in the Act now, and I would be chary about taking 
them out. So let us put them back in——A. I suggest then that they go into 
subclause 4 “general rules”, preceding the phrase ‘‘shall be judicially noticed”. 

Q. “General rules shall have effect as if enacted by this Act and shall be 
judicially noticed.”—A. Yes. 

The Cuamman: “Shall be judicially noticed.” Does clause 168 carry? 

Carried. 

Does clause 169 carry? 

Carried. 

Does clause 170 carry? 

Carried. 

Does clause 171 carry? 

Mr. Fiemine: Clause 171? 

The CHarrMAN: Yes. We ought to take that out. 

The Witness: What is that? 

The CuHarrman: “No action against superintendent, etc., without leave of 
court.” 


By Mr. Fleming: 

Q. I think there must be a mistake in the compendium. It is under 171. 
There seems to have been some renumbering. —A. Yes, there has been renum- 
bering in a number of instances since that compendium was drawn up. 
that compendium was drawn up. 

The Cuamman: Does section 171 carry? 

Carried. 

Does section 172 carry? 

Carried. 

Does section 173 carry? 

Carried. 

Does setcion 174 carry? 

Carried. 


By Mr. Fleming: 


Q. With respect to section 173, Mr. Justice Urquhart suggested specific — 
reference be made to the present rules. I take it the intention was to. preserve 


them until new rules are brought into effect—A. I am quite sure that the Inter- 
pretation Act provides that where provisions are repealed and other provisions 
are substituted, then any rules and so forth passed under the previous alone 
shall continue in force until altered under the subsequent provisions. 

Q. Well, if that is the case, there is no problem. 
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By Mr. Fleming: | 
Q. With respect to clause 174, the Canadian Bankers Association had a 
special comment as to Newfoundland. What is the substance of it, and the 
reason for its rejection?—A. There is a clause which says—oh, you mean, why 
was it rejected? 

Q. Yes. It had reference to clause 63, subclause (2).—A. The point is 
this: under a clause in the sixties, when a general assignment of book debts is 
made, if it takes place in a province where there is a registration system it is 
registered under that system and conforms with the provincial it is good. But 
in Newfoundland at the moment there is no such system and for that reason 
they want the clause changed so that it would not apply in Newfoundland 
until such legislation is passed. Well, that is rather putting the cart before the 
horse, because the clause says, in effect, that if there is a registration system 
the assignment can be registered. It is fair that it should be allowed to stand 
because people can get notice of it. But if there is none, then it is not fair. 
I think the situation will solve itself, because the Bankers Association have 
made representations to the Newfoundland government and it is likely that a 
peo Debt Assignments Act may be passed by the time this Act comes into 
orce. 

The CHAIRMAN: Does the schedule carry? 

Carried. 

We shall meet at 11.30 in the morning, to go over the sections which have 
been marked “Stand”. . 
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ERRATA 


No. 2, page 59, line 14, after word “page” insert “61” in blank space. 
No. 3, page 114, line 34, delete “4.00” and insert “3.45”. ; 

No. 4, page 136, line 16, delete “(h)” and substitute ‘“(g)”. 

No. 4, page 136, line 18, delete “Fr.” and insert ‘“Mr.”. 

No. 4, page 150, line 2, delete “reparting” and insert “departing”. 

No. 4, page 150, line 4, delete “confide” and insert “confine”. 

No. 4, ‘page 154, line 29, delete “15” and insert “XV”. 

No. 4, page 159, line 3 delete “17 and 18” and insert “XVII and XVIII’. 
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House 0} 
Frmay, ‘ 


REPORT TO THE HOUSE 


Frray, 2nd December, 1949. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 
SECOND REPORT 


Your Committee has eonsidered Bill No. 149 (Letter F of the Senate), 
-intituled: “An Act respecting Bankruptcy”, and has agreed to report the said 
Bill, with amendments. © es 


A copy of the minytes of proceedings and evidence is appended. 
All of which is a RY submitted. 


HUGHES CLEAVER, 
Chairman. 
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MINUTES OF PROCEEDINGS 
HovusE or COMMONS, 
Fray, 2nd December, 1949 


The Standing Committee on Banking and Commerce met this day at 
11.30 am. The Vice-Chairman, Mr. Jean Lesage, presided. 


~ 


Members present: Messrs. Ashbourne, Belzile, Bennett, Breithaupt, Cannon, 
Cleaver, Fleming, Fulford, Gour (Russell), Hellyer, Hunter, Isnor, Lesage, Mac- 
naughton, Quelch, Richard (Ottawa East), Stewart (Winnipeg North) —17. 


In attendance: Messrs. T. D. MacDonald, Superintendent of Bankruptcy 
and J. S. Larose, office of Superintendent of Bankruptcy. 


Consideration resumed of Bill No. 149, An Act respecting Bankruptcy. 


On Clause 10 (1). (g), on motion of Mr. Belzile, 


Resolved,—That, in line 25, the word “estate” be deleted and the word 
“bankrupt” be substituted therefor. 


Clause, as amended, agreed to. 


On Clause 20, on motion of Mr. Hunter, 

Resolved,—That in line 1, the following be inserted at the beginning thereof: 
‘ce (1)”. ” 

Clause, as amended, agreed to. 


On Clause 52 (1), on motion of Mr. Fleming, 

Resolved,—That, in line 19, the following words be deleted: “or against 
whom a receiving order has been made”; and in Clause 52 (1) (a), in line 23, 
the following words be deleted: “or receiving order”; and 


On Clause 52 (2), in line 46, the following cee be deleted: “or receiving 
order” and on page 44, line 15, after the word “bankruptcy”, the following wore 
be deleted: “or the receiving order’, 


Clause, as amended, agreed to. 


On Clause 60 (2), on motion of Mr. Fulford, 

Resolved,—That in line 33 the word “and” be deleted and the word “or” 
be substituted therefor and that in line 34, the word “passed” be deleted and the 
words “did not pass” be substituted therefor. 


Clause, as amended, agreed to. 


On Clause 64 (1), on motion of Mr. Breithaupt, 

Resolved,—That, in line 17, the following words be deleted “is adjudged 
bankrupt on a bankruptcy. petition presented” and the following substituted 
therefor: “becomes bankrupt” and, commencing at the end of line 19, the 
following words be deleted: “or if he makes an authorized ‘assignment within 
three months after the date of the making, incurring, taking, paying or suffering 
the same’’: and in line 22, after the word “bankrupt”, by deleting the words: 
“or under the authorized assignment”’. 


Clause, as amended, agreed to. 
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On Clause 65 (1), on motion of Mr. Bennett, 

Resolved,—That, in lines 36 and 37, the following words be deleted: “‘or o 
an authorized assignment” and in line 40, the following words be deleted: 
receiving order or an authorized assignment”: and substituting, in the latter 
case, the word “bankruptcy” and in paragraphs (a), (b), Le and (d), that the 
words “or assignor” be deleted where they occur. 


Clause 65 (1), as amended, agreed to. 


On 65 (Proviso), on motion of Mr. Quelch, . 

Resolved,—That on page 49, lines 6 and 7, the following words be deleted: 
“receiving order or authorized assignment” and the following substituted there- 
for: “bankruptcy”; and in line 14 delete the word “available” and in line 15, 
delete the words “or assignor”’, 

Clause 65 (Proviso), as amended, agreed to. 


On Clause 79 (3) (c), on motion of Mr. Stewart, 

Resolved —That paragraph (c) be struck out and the following be sub- 
stituted therefor: 

“(c) where the bankrupt is a corporation, any wholly owned subsidiary 
corporation or any officer, director or employee thereof”. 

Clause, as amended, agreed to. 


Clause 95 (1) (d), on motion of Mr. Fleming, 


Resolved,—That Clause 95 (1) (d) be amended, in line 17, by inserting after 
the word “case” the following: “together with, in the case of a travelling sales- 
man, disbursements properly incurred by him in and about the bankrupt’s 
business, to the extent of an additional three hundred dollars” in each case, 
during the same period”’. 


Clause, as amended, agreed to. 


Clauses 168. and 170, on motion of Mr. Hunter, 


Resolved,—That Clause 168 be re-numbered 170 and that Clause 170 be 
re-numbered 168, and that the explanatory notes be changed accordingly. 


Clauses, as thus re-numbered, agreed to. 


On Clause 25, to which the Committee reverted, at the request of Mr. Isnor, 
the Superintendent of Insurance made a statement. 
The Committee adjourned at 1.00 p.m., to meet again this day at 3.30 p.m. 


AFTERNOON SESSION 


The Committee resumed at 3.30 p.m. The Chairman, Mr. Hughes Cleaver, 
presided. 


Members present:, Messrs. hahboiines Belzile, Breithaupt, Cleaver, Dumas, 
Fleming, Fulford, Hunter, Isnor, Lesage (Vice- Chairman), Prudham, Quelch, 
Richard (Gloucester), Stewart ( Winnipeg North) —14. 


In attendance: As at morning session. 
Consideration resumed of Bill No. 149. 


Mr. Fleming, by leave, brought to the attention of the Committee a submis- 
sion from Canadian Credit Men’s Trust Association, at the request of Messrs. 
Smith (Calgary West) and Harkness (Calgary East). 


Clause 21(6) was reconsidered at the request of Mr. Fleming. The Super- 
intendent of Insurance made a statement. 
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Mr. Fleming moved: That Clause 21(6) be amended by adding thereto after 
the word “order” in line 31, the words “or may adjudge the debtor a bankrupt”. 


Motion to amend declared lost. 


The Committee agreed to consider the clauses which still stand for recon- 
sideration. 


Clause 10 carried. 
Clause 12 carried. 


On Clause 21(15), on motion of Mr. Lesage, 


Resolved,—That Clause 21(15) be amended by adding after the word 
“claim” in line 1, on page 27, the words “against a partnership” and by deleting 
in lines 2 and 3 the following: “against all the partners of a firm” 


Clause, as amended, agreed to. 


On Clause 25, on motion of Mr. Fleming, 


Resolved—That Clause 25 be amended by deleting, in line 20, the word 
“nersons”’ and substituting therefor the word “individuals” and by deleting, in 
line 21, the word “person” and substituting therefor the word “individual”. 


Clause, as amended, agreed to. 


On Clause 25, Mr. Isnor moved: That Section 25 be amended in line 20, 
by inserting after the word “in” the following: “fishing,” The Superintendent 
of Bankruptcy made a statement. The motion was carried, on division. 


Clause 25, as amended, agreed to, on division. 
Clause 26 carried. 
Clause 36 carried. 


Clause 49, on motion of Mr. Hunter, 
Resolved—That Clause 49 be amended in line 44 by inserting after the. 


word “respect”? the words “to his duties in relation’. 


Clause, as amended, agreed. to. 


Clause 52, held over at request of Mr. Beaudry, reconsidered and carried 
without further amendment. 


Clause 107(3) carried. 


Clause 117(b), on motion of Mr. Hunter, 
Resolved,—That Clause 117(b) be struck out and the following substituted 
therefor: 

“deliver to the trustee all books, records, documents, writings and 
papers including, without restricting the generality of the foregoing, title 
papers, insurance policies and tax records and returns and copies thereof, 
in any way relating to his property or affairs;” 

Clause, as amended, agreed to. 
Clause 117(7), (1) and (0) carried. 


Clause 127 carried, on division. 


Clause 135(1), on motion of Mr. Lesage, 
Resolved —That Clause 135(1) be amended by striking out paragraph (c) 
and substituting therefor the following: 


“(c) any debt or liability under a maintenance or affiliation order or under 
an agreement for maintenance and support of a spouse or child living apart 
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from the bankrupt;” and that Clause 135 (1) be further amended by adding the 


following paragraph: 
“(g) any debt or liability for goods supplied as necessaries of life and the 
court may make such order for payment thereof as it deems just or expedient.” 
Clause, as amended, agreed to. 


Clause 153, on motion of Mr. Lesage, 
Resolved —That Clause 153 be amended by inserting in line’ 2 after the 
word ‘“anless” the words: “and to the extent that”. 


Clause, as amended, agreed to. 


On clause 156(a), on motion of Mr. Hunter, 

Resolved,—That Clause 156(a) be amended in line one by deleting the 
words “refuses or neglects’ and substituting therefor the words “without 
reasonable cause’. 


Clause, as amended, agreed to. i 


Clause 163(4), on motion of Mr. Lesage, 

Resolved,—That Clause 163(4) be amended by inserting in line 23, after 
the word “shall” the words “institute such proceedings and shall”. 

Clause, as amended, agreed to. 

Clause 2 carried. 

The title carried. 


On motion of Mr. Lesage, 

Ordered,—That the Chairman do report to the House that the Committee 
has considered Bill No. 149 (Letter F of the Senate), and has agreed to report 
the said Bill, with amendments. 


On motion of Mr. Lesage, the thanks of the Committee were tendered to 
Mr. MacDonald, Superintendent of Bankruptcy and to Mr. Larose, of the office 
of the Superintendent, for their very kind and helpful co-operation. + 


On motion of Mr. Fleming, the Committee expressed its cordial thanks to 
the ‘Chairman for the very able way in which he has handled the proceedings’’ 
and coupled therewith mention of the Vice-Chairman and the Clerk of the 
Committee. 


The Committee adjourned sine die. | 
: T. L. McEVOY, 


Clerk of the Committee. 
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EVIDENCE 
House of Commons, December 2, 1949. 


The Standing Committee on Banking and Commerce met this day at 
11.30 a.m. The Vice-Chairman, Mr. Jean Lesage, presided. _ 


The Vick-CHarrMan: Gentlemen, we have a quorum. 


Mr. T. D. MacDonald, K.C., Superintendent of Bankruptcy, 
recalled: 


The Vice-CHarmman: I understand that Mr. MacDonald has some minor 
changes to suggest. Should we go over them now or take them as we go along; 
whichever the committee prefers. 

The Wirnrss: They are very short. 

The Vick-CHairnman: Mr. MacDonald says they are very short so perhaps 
we had better take them up now. 

Mr. Fieminc: I hope everything will be very short. 

The Vice-CHAIRMAN: We will do our best to make it short anyway. The 
suggestions of Mr. MacDonald are the following: 

Clause 8(2)—Change marginal note to read: “Trustee to take possession 
and make inventory”. . 


The Witness: There are a number of these, Mr. Vice-Chairman, which will 
be attended to by the clerk. Some are merely punctuation but I thought it 
well to put them on the list. 

The Vicr-CHAIRMAN: I thought I should bring this first one to your atten- 
tion because it relates to the marginal title. 

Mr. Fieminc: The marginal title or note is not a part of the clause. 

The Vice-CHatrMAn: No, but I am just mentioning that. The next one is: 
Clause 10(1)(g)—Word “incur” to be lower case. Word “bankrupt” to be 
substituted for “estate”.. Would you move that one, Mr. Belzile? 


Mr. Beuzite: I would so move. 

Mr. Cannon: I will second. 

Agreed. 

The Vick-CHamRMAN: Clause 20: Clause 20—Figure (1) to be inserted 
before first clause. 


The Witness: That will be found on page 23. 


The Vicr-CHAIRMAN: That merely completes the proper numbering of that 
section. 

The next is Clause 26(5): Clause 26(5)—Second paragraph of explanatory 
note to be changed to read: “The former subsection (7) is now section 20(2)”. 


The Wirness: That is opposite page 29. The explanatory note is incorrect. 
There was a change made just before the bill went into the Senate. The former 
subsection (7) was put back and that should read: “The former subsection (7) 
is now section 20, subsection (2)”. 

The VicE-CHAIRMAN: The next is clause 52, subclause (1), page 43, in line 
19: Clause 52—In subclause (1) the words “or against whom a receiving order 
has been made” to be deleted. In subclause (1) (a) and subclause (2) the words 
“or receiving order” to be omitted in all three places. 
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The Vicr-CuHatrmMan: And what is the reason for that? 

The Witness: The reason is that under the definition “becoming a bank- 
rupt” covers that situation. The present Act refers in every instance to persons 
against whom an order has been made or who makes an assignment, but in the 
new bill it is not necessary to do that because the expression “bankruptcy” is 
defined as including both of those conditions. This new section was put in after 
the bill was introduced in the Senate. 

_ The Vick-CHAIRMAN: And in paragraph (a), line 23, the words “or receiving 
order” should be deleted for the same reason; and in subclause (2), line 46, the 
last. words of the line, ‘or receiving order” should be deleted for the same reason; 
and on page 44 the last words on line 15, “or the receiving order’ should be 
deleted for the same reason. Would you move that Mr. Fleming, please? 


Mr. Fuemine: Yes. 
Amendment agreed to. : 


The Vicn-CuHatrmMan: Clause 60 on page 46: Clause 60(2)—Word “and’’ 
in line 33 to be changed to ‘or’ and word ‘“‘passed”’ in line 34 to be changed to 
“did not pass’”’. 

The Wrrness: I should say a word about that. It is not so casual as the 
others.. What happened was this. When the bill was introduced in the Senate 
subclause (2) of clause 60 read somewhat differently. It read like this,—if the 
members will follow the text before them I will read it as it was when introduced 
in the Senate. 

(2) Any settiement of property, if the settlor becomes bankrupt within 
five years after the date of the settlement, is void against the trustee, unless 
the parties claiming under the settlement can prove that the settlor was, at 
the time of making the settlement, able to pay all his debts without the aid 
of the property comprised in the settlement and that the interest of the 
settlor in the property passed on the execution thereof. 


The feeling of the Senate committee and the way they reported it back was 

that the burden should be changed so as to place it upon the trustee who is 
~ contesting the settlement, and with that in mind they changed the wording 
to the form in which it now shows in the bill before you, that is, to this effect, 
that if a trustee can prove that a settlor was at the time of making the 
settlement unable to pay all his debts without the aid of the property contained 
in the settlement the settlement is void; but now, inadvertently I suppose, the 
concluding lines of the section were left in the affirmative. To carry out the 
idea that the Senate interjected into that, those lines should have been made 
disjunctive and placed in the negative. 


The Vick-CHAIRMAN: Yes, the onus was changed. We are to change the 
word “and” in line 33 to “or”. 


The Witness: In the present Act the person claiming under a settlement 
had to prove two things affirmatively: both that the settlor was able to make 
the settlement without the aid of the property; and, (b), that the porperty 
passed. Now, to carry out the Senate idea, the trustee attacking the settlement 
should be able to succeed—if he shows that either one of these events was not 
the case. 

Mr. FLemine: And the change you propose there is to change this word 
“and” to the word “or”. 

The Witness: Yes, and the word “passed” in line 34 to “did not pass”. 

Mr. Futrorp: I will move the amendment, Mr. Vice-Chairman. 


The Vick-CHaIRMAN: The amendment as read is moved by Mr. Fulford. 
Agreed? | 
Agreed. 
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Mr. Fiemine: Just while we are on that clause I would like to ask Mr. 
MacDonald a question: Has anything been done in this bill to change the law 
with respect to concurrent knowledge? 
The Wirnsss: No. 
Mr. Fiemina: Then the rule remains that the parties must have concurrent 
knowledge. 
The Witness: The sections on that remain as they were, just changing them 
to conform with the new phraseology of the Bill. That point was discussed at a 
previous meeting and I expressed the view at that time that, perhaps, it was 
not possible just to say simply that there were two schools of thought; the one 
for concurrent intent, on the one hand, and one for unilateral intent on the other. 
It is more a case of the court looking at all the facts and saying that the case 
does or does not come within the intention of section 64; and the view I put 
forward at that time was that the jurisprudence was in a state of evolution, and 
that as more cases went to appeal, future decisions could be expected to indicate 
to us just what the proper rules should be. 
Mr. Fiemina: But this bill will not change the present legislation on that 
subject? 
The Witness: That is correct. 
The Vick-CHAIRMAN: The next is clause 64 (1)—page 48—clause (1) as . 
follows:— . 
Clause 64 (1)—Delete words “is adjudged bankrupt on a bankruptcy 
petition presented” and substitute “becomes bankrupt” im lines 17 and 18. 
What is the reason for that, Mr. MacDonald? 
Mr. Fiemine: Just before Mr. MacDonald goes on, what words are you 
cutting out? 
The Vick-CHAIRMAN: Deleting the words “is adjudged bankrupt on a bank- 
ruptcy. petition presented”. 
‘Mr. Firemine: You would take those Werle out and substitute the word 
“bankrupt”? , 
The Vicke-CHamRMAN: “Becomes bankrupt”, yes. 
Mr. BreirHaupt: That applies within the two-months period, is that 
correct? 


The Vick-CHAIRMAN: Correct. What is the erason? 


The Wirness: The reason is that clauses 64 and 65 were reverted to, as 
has already been explained, in the Senate committee. That was done quickly, 
of course, and it was not noticed that some of the phraseology in 64 and 65 was 
referable to the phraseology in the present Act. It changes nothing in effect, 
it just reconciles the language in clauses 64 and 65 with the language of the 
new bill. 


' By Mr. Cannon: 


Q. There is a definition of bankrupt.—A. Yes, there is a definition of 
bankrupt. 


By Mr. Fleming: 

Q. I want to make one reservation. I have this point to raise with regard 
to clause 21 subclause (6) which I discussed with you. There is nothing in this 
change or in the preceding one which will prejudice it—A. No. None of the 
changes will prejudice it. 


‘The Vice-Cuamman: And the following words should also be deleted: 
in lines 19 to 22: “or if he makes”; that is, at the end of line 18, “or if he makes 
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an authorized assignment, within three months after the date of the making, — 
incurring, taking, paying or suffering the same” 
Of course, those words are not necessary any more. 


By Mr. Fleming: 
Q. You mean that they should all come out completely ?—A. Yes, they are 
not necessary any more. 
ae \VicE-CHAIRMAN: And of course in lines 22 and 23, starting from the 
word “or” in line 22: “or under the authorized assignment” should be deleted as 
well vs the same reasons. Now, it would read: 

64. (1) Every conveyance or transfer of property or charge Erenebh 
made, every payment made, every obligation incurred.... shall, if the 
person making, incurring, taking, paying or suffering the same becomes 
bankrupt within three months after the date of the making, incurring, 
taking, paying or suffering the same, be deemed fraudulent and void as 
against the trustee in the bankruptey. 

Would you move this amendment carry, Mr. Breithaupt? 
Mr. BreirHavurt: I so move. 


By the Vice-Chairman: 

Q. Now, clause 65. The amendments proposed are for the same reason. 
That is right, is it not?—A. That is correct. 

Q. In subclause (1) line 36, delete the words: “or of an authorized assign- 
ment”’.—A. That is correct. 

Q. That is, as in lines 36 and 37 the same words recurring in lines 40 and 
41: “or authorized asslignment”’ are to be deleted. © 

Mr. Cannon: Should not “receiving order” come out as well? 

The Vicr-CHAIRMAN: Oh yes; “receiving order” that is right; and the sub- 
clause will end with a comma, after the word “of”. 

Mr. Beuzite: What is coming out in line 40? 

The Vice-CHarrMan: “a receiving order or an authorized assignment”. 

Mr. BeuziweE: You mean “...shall invalidate”, and then you read par- 
agraph (a)? | | 

The Vick-CHAIRMAN: No. Substitute “bankruptcy”, or “the bankruptcy”. 

The Wirness: “bankruptcy”. 

The Moilialemiceats “in the case of bankruptcy”. 

Mr. Beuziiz: “in the case of bankruptcy”. 

The VicE-CHAIRMAN: Now, in paragraphs (a), (0), (c), and (d), delete 
the words “or assignor’ ’ wherever. they oecur. 

The Wirness: They occur once in each paragraph. 


The Vick-CHAIRMAN: They occur once each in lines 42, 44, 45 and 48. Do 
you move that this amendment carry, Mr. Bennett? 


Mr. BENNETT: Yes, sir. 
The Vick-CHAIRMAN: Carried. 


By Mr. Fleming: 


Q. It may be that Mr. Niacleaanls is satisfied that in the light of the debate 
ini the Senate there is no change in the substance of the law being made here?— 
A. Yes, that is correct, in the sense that the two clauses in the present Bill, 
clause 64 and clause 65 relating to these preferences are reverted to exactly with 
the sole exception that the wording is being corrected in the particulars men- 
tioned so that it will be reconciled with the wording of the new Bill. 
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Q. You are only changing the terms. The definition of the terms leave 
the substantive law exactly as it has been.—A. Yes. 


By the Vice-Chairman: 
Q. At the top of page 49, in lines six and seven of the same clause 65, 
substitute the word “bankruptcy” for “ receiving order or authorized assign- 
ment’. Delete the words “or assignor” in line 15. And in line 14, Mr. Mac- 
Donald suggested that we delete the word ‘“available’——A. The word “avail- 
_ able” is used in the present Act, and it refers to an available act of bankruptcy. 
The present bill does not use it. 


By Mr. Cannon: 

Q. In which line is it?—A. In line 14. 

The Vicr-CuHairmMAN: “Any Act of Bankruptcy”; there is no reason for the 
word “available” there. Would you move that this amendment carry, Mr. 
Quelch? 

Mr. QuEeLcH: “Yes. 

The Vice-CHAIRMAN: Carried. 

Now, clause 79 subclause (3) paragraph (c) page 55. Mr. MacDonald sug- 
gests that we insert at the beginning of subclause (3) paragraph (c), the fol- 
lowing words: “where the bankrupt is a corporation”. 


—e . ?} 


By Mr. Breithaupt: 

Q. What is the page?—A. Page 55, line 13. 

Q. Thank you.—A. This is consequent to a change made in the Senate 
when paragraph (c) was added. The opening words of paragraph (c), should 
read “where the bankrupt is 1a corporation ...” in order to make the sense 
complete, they are included in paragraph (b) as well. 


By The Vice-Chairman: 


Q. Would it not be simpler to merge paragraphs (b) and (c)?—A. That 
is a possibility. 

Q. And say: “where the bankrupt is a corporation or any wholly owned 
subsidiary company ...” No, that would be a corporation. The change con- 
templated is that the word “company” in line 12 be changed to “corporation”. 

Mr. Cannon: That is line 13. 


The Vicn-CHAIRMAN: Yes, line 13 I mean. 

Mr. Beuzite: You would make it “corporation” instead of “company”? 
: The Vicn-CHAIRMAN: Yes, because the word “corporation” is used else- 
_ where. Would you move that this amendment carry, Mr. Stewart? 

Mr. Srewart: Agreed. | 

The Vice-CHAIRMAN: Carried. 

Now, clause 140 subclause (1) (e). 

Mr. Beuzite: I reserve the right to go back to clause 96. 

The Vice-CHAIRMAN: Yes, when we have finished. 

Mr. MacnavuGcutTon: How long will that likely take, Mr. Chairman? How 
long will it be before we get to clauses 94 ‘and 95? 

The Vich-CHAIRMAN: We are dealing now with minor changes which are 
contemplated and suggested. We shall then go back to all the sections which 
_ stood, one by one from the beginning. How many sections have we left, Mr. 

~ Clerk? | 

The Cuprxk: We have 21. 
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The Vicr-CHamMan: We are at clause 140 subclause (1) (e), and the sug- 
gestion is that it should not be underlined. There is no change. 


The Witness: There is no change. That is right. 


The VicE-CHAIRMAN: Clause 155 subclause (8), that is on page 93. The 


last paragraph of explanatory notes opposite on page 93 is to be changed to 
read: “Subsection (1) of the former section 162 has been deleted.” etc. 


Mr. Fuemine: Subclauses (5) and (6) are to come out. 


The Vicr-CHAirMAN: Yes. That is one thing which the clerk will look 


over. Now, clause 168. 

Mr. Hunter: What was the change there? I did not get it. 

Mr. Fieminc: The change is just in the explanatory note. | 

The Vice-CuarrMan: The suggestion is that clause 168 be renumbered 
170, and that clause 170 be renumbered 168. 

The Wirness: ‘That is correct, because 167 and 170 relate to the same 
matter and should follow one another. ? 

The Vicr-CHAIRMAN: Would you so move, Mr. Hunter? 

Mr. Hunter: Yes. 

The Vick-CHAIRMAN: Carried. 

Mr. Fiemine: You are making clause 170 part of clause 167? 

The Vicr-CHAIRMAN: No, just changing the order. 

The Wirness: Would the clerk make a note in his record to rearrange the 
explanatory notes? : 

Mr. Fiemine: Is that the law now? 

The Vice-CHAIRMAN: Yes. 7 

Mr. Fuemine: Mr. Macnaughton has to leave. I am very much interested 
in the same clauses to which he proposes to speak and I wonder if the com- 
mittee would mind taking them up before he leaves. Clause 94 has a bearing 
on clause 12 and the principle of clause 95. 

The Vich-CHAIRMAN: Clauses 94 and 95 stood. 

The CierK: Clauses 94, 95 and 12. Clause 12 ties in there. 

The Vice-CHairMAN: Clause 12, oh yes. Very well, gentlemen. 

Mr. Macnavucuton: It was proposed by the chairman that perhaps these 


suggestions could best be considered under clause 94. Briefly, the people who 
have asked certain members of the committee to make these representations 


are the Dominion Commercial Travellers’ Association. I understand that while ~ 


they have no quarrel with the text of the law they are concerned with the 
interpretation of it. The other day I suggested that one solution might be, 
rather than to change the law, merely to suggest to the superintendent of 
bankruptcy that he should issue a directive to all trustees to the effect that 
any preferred creditor whose claim was disallowed either in full or in part 
should be entitled to be heard by the trustee or by the inspector. Now, under 
clause 95. paragraph (d), page 63, certain persons are mentioned, for example: 
“clerk, servant, travelling salesman, labourer or workman’ for services 
rendered. . aM | . 

Those classes have priority as listed under clause 95. But in the case of 
a travelling salesman for example, frequently his sole support is the wage or 
commission which he receives. from his employer, and he has. nothing. left 
when his employer becomes bankrupt. Consequently his only right is to file 


his claim. It is a privileged claim, it is true, and should his claim be rejected 


by the trustee, he than has the privilege of appealing to the court. 
The Vick-CHaIRMAN: To the registrar, 
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Mr. Macnavucuron: Yes, to the superior court, in any event, but the 
catch is that at this stage of the proceedings he has no money to further his 
claim, to pay legal fees, for instance. In other words, he is out in the cold and 
- although he has a legal and a prior right, in fact, it does not amount to very 
- much unless he is able to pay say $3800 legal costs to establish his claim. As a 
_ practical solution we are suggesting it might be feasible for the superintendent 
s to send a directive to the various trustees that a person mentioned in that 
_ particular clause should have the right, once his claim is disallowed by the 

_ trustee, to go before him and demand that he rehear this particular claim thus 
avoiding court costs, and in the case, say, where a trustee has been very 
busy, and disallowed his claim, it seems to be a fairly reasonable thing to do. 


The Vice-CuHairMAN: Mr. MacDonald, could you do that? 


The Witness: Yes, I can. I would just like to say for the record that 

_ I doubt whether at the present time any requests by such a person claiming 

_ to be a preferred creditor to a trustee for a personal interview and an opportunity 

to present his claim in that way would be refused, but certainly there is no 

difficulty or objection to my circularizing the trustees, and I should ask them 

in a ease like that not to turn down such a claim where a personal opportunity “ 
of presenting it is requested without giving heed to that request. 


The Vice-CuarrMan: Is that:satisfactory, Mr. Macnaughton? 
Mr. MacnauGHTon: Yes. 


e Mr. Isnor: I had a similar request from the Maritime Commercial 
_ Travellers’ Association, which I represented on previous occasions, but I think 
Mr. Macnaughton has outlined it very well. : 


Mr. Fieminc: May I take up the theme at that point. I would like to see 
same changes made in clause 95, subclause 1 (d), to meet what I think is a very 
--great need on the part of commercial travellers, who, it seems to me, under the 
Act or under this new clause, are not going to be treated with justice as they | 
deserve. When the corresponding clause 121 of the present. Bankruptcy Act 
was first enacted thirty years ago, this word “travelling salesman” was put in, 

and I will venture to say there were very few members of parliament who did not 
then think that that term covered every commercial traveller. .The courts got 
at this clause however and they interpreted “travelling salesman” as simply a 
man who is working as an employee of a firm and not as including a man who 
may have a line or a couple of lines of different companies which he handles in 
an assigned territory; and that came to a head in the Ontario Court of Appeal 
in 1923 in the case In re Specialty Beggs where the court said: “If the man 
is master of his own movements in the territory assigned he is not a travelling 
_ salesman under this clause and he did not rank for his commissions”. Now this - 
present clause 95, subclause (1) (d), does not change in any respect the defini- 
tion of “travelling salesman”, so if we pass this in its present form we should 
understand we are not giving any preference at all to a man who is a travelling 
salesman and who plans his own movements in the territory assigned to him. 
He is not, as the courts interpret this, a travelling salesman if he is master of 
his own particular moves. Now, this clause uses this same language, it adopts 
the same words “wages, salaries, commissions or compensations”. It has one 
limiting factor. though which was not in the clause before which limited the 
preference to three months prior to the bankruptcy. This clause, however, goes 
on and adds another limit, namely $500, which I think we should not accept. 
Now, if there was no reason for limitation under the old Act to $500 I think 
there is very much less reason now for a limitation of $500 because when you 
consider a man who is out on the road at a busy season of the year, the three 
months is still there but there is also a maximum of $500, and $500 does not go 
very far. It certainly does not go as far today as it has gone in the thirty years 
the Bankruptcy Act has been in effect. There is another aspect of this: in the 
51139—2 : 
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matter of expenses incurred by dormers travellers, every one of us awe 
how travelling and hotel expenses have increased at a terrific rate in recent 
years. : 

Mr. Isnor: It is $380 a day. 


Mr. Fremrine: Yes, and I venture to say that the majority of commercial 


travellers on the road, ‘unless they are simply employees, are advancing their 


own travelling expenses, and you will find many cases today where the com- 
mercial traveller has a big bill of expenses which is‘in a large number of cases 
out of his pocket, and to put a $500 limit on everything he can claim—and the 
compensation now would have to include his expenses—we are going to do a 
very great injustice to these men who are out on the road incurring expenses. 
Now, I would urge that we ought to do away with that limit of $500. In the 
first place, I cannot see any justification for it, especially when we are dealing 
with the dollars of today. As long as you have a three months’ limitation surely 
that 1s enough in the case of employees and travelling salesmen and I think 
we ought to cut out the $500 entirely. I would like to see us go further and 
establish in this clause 95, subclause (1) (d), that the compensation for which 


we are prepared to give a three months preference shall include “expenses of 


travelling in and about his employer’s business during the same period.” 

He pays out those expenses in order to earn this kind of income, namely 
commission or compensation, and it seems to me there is no reason at all why 
his expenses paid out to earn that kind of income should not be included in the 
claim for which he is given a preference here, provided they are incurred in the 
three months’ period. Now, I entirely support the point that Mr. Macnaughton 
has raised. I think that is reasonable and fair, that in those cases where you 
are dealing with employees and travelling salesmen that they should have the 
right of a personal hearing before the trustee before the claim is disallowed 
because they are not people who can afford to take appeals in most cases. But 


in addition to that I do suggest that we make two changes under clause 95, sub- 


clause (1) (d): eliminate the words “to the extent of $500 in each case”, and 
also insert the words in the first part of the subclause “including”, in the case 
of a travelling salesman, ‘‘expenses of travelling properly incurred by him in and 
about his employer’s business during the same period.” 

Mr. Lusace: The bankrupt’s business. 

—At this point Mr. Cleaver resumed the chair. . 

Mr. Hetiyer: If you took off the $500 limit, in most cases these commercial 
travellers are paid a set commission, and their expenses are at their own dis- 
eretion and although I can see the point that they could easily incur expenses 
of more than $500 in a three months’ period, it means they would come out 
on the short end if this clause is left in, but if you remove the $500 limit, does 
not that automatically take care of the other expenses? 


Mr. Fremine: That is a matter of interpretation. In some cases there will 
be an agreement where the travelling expenses are in addition to the commissions. 
I think the proper course would be to make it quite clear that commission. and 
compensation do include his travelling expenses. You see, it still remains for 
him to prove under his agreement with the bankrupt that he is entitled to be 
paid his expenses. 


Mr. MacnauGHTon: Just, one word on that, the word “‘disbursements” might 
even be better than the word “expenses” and there seems to be some authority for 
that because if you refer to the compendium, page 26, under clause 95, subclause 
(1), (6), priority of claims, cost of administration, you will see that the Toronto 
Board of Trade suggested certain claims and that the Senate apparently adopted 
this interpretation: ‘‘the expenses include disbursements and inspectors’ fees’’. 
After all, if the inspectors are entitled to charge disbursements, surely a com- 
mercial traveller ought to be able to charge his disbursements. | 
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3 _ Mr _ FLEMIne: That might be an iniptoveitient on the language. I am 
posing that we put in there the saving words: “properly incurred by him in 
id d about his employer’s business”’. 

ie ‘Mr. Cannon: Would you have to have something there whereby he could 
recover them only if under his ee with his employers he is entitled to a 
reimbursement? 


Mr. Fiemine: There is nothing in this that would change his contract with 
his employer. There is nothing here that will give him a right to more than he 
earned in his contract. 
Mr. Lesacr: There is no doubt about that. Now, Mr. Fleming, I would 
a very ready to go as far with you as to include travelling expenses, but about 
e $500 limit, we must think of the other creditors and we must not forget that 
tl at ttavelling salesman is preferred for the first $500, and if he has a claim 
of over $500, he is entitled to his share with the other creditors for the remainder 
f his claim. 
_ Mr. Fuemrine: My answer to that is that the Renee we are dealing with 
here are people who are working on a wage or salary or commission. Now, 
surely those men ought to get a preference, but why do you limit it to $500? You 
have a limitation already of three months on their earnings properly earned 
within three months prior to the bankruptcy. Surely that limitation is enough. 
Now, $500 is not an awful lot these days. You take a man who is trying to » 
support a family and is hoping his employer will be able to weather the storm 
‘and carry on; say he is working in the shop or trying to sell; he may not be 
‘in touch with the way things are going in the office and he is going ahead 
ameurring expense and $500 will not go very far. 
Mr. Stewart: And, in any event, he is solely dependent on his commission 
for income, whereas the other creditors are not. 
; Mr. Cannon: If your suggestion is adopted and he is entitled to travelling 
expenses, the $500 is not adequate. 
' Mr. F LEMING: His trips may take him weeks on end, incurring heavy ex- 
penses in travelling, taking sample rooms in a hotel as well as a room for himself; 
‘ean easily be seen that $500 is just nothing on a long trip undertaken by a 
t travelling salesman. 
Mr. Isnor: He is not liable for income tax purposes until he receives those 
earnings. 
Mr. Stewart: The point I tried to make is that the salesman is entirely 
dependent on his commissions for income whereas the other creditors are not. 
Mr. Fiemine: This is his one source of income. 
Mr. Beuziie: I guess it is all right. 


_ Mr. Freminc: If Mr. Macnaughton is satisfied on the gin that he ied 
with the assurance that Mr. MacDonald has given him, I then move my two 
amendments to clause 95, (1), (d): the first would be to strike out the words 
in lines 16 and 17: “‘to the extent of $500”. ) 

The CuHarrman: I would suggest perhaps that it’ might ‘be better first if 
we heard from the superintendent of bankruptcy. This is rather a drastic amend- 
ment. Shall we hear from him, Mr. Fleming? 

a Mr. Isnor: Would you care to read the first amendment so that we ‘will 
understand Mr. MacDonald’s explanation? 

The CuHatrMAN: The first motion would :be to delete ne words “‘to the 
extent of $500 in each case” at lines 16 and 17 in subclause (d) of clause 95. 

_ Mr. Cannon: Before Mr. MacDonald gives his explanation may I say that 
[ think that $500 is not enough but that we should put some limitation on it, 
serhaps $750 or $1,000. 
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Mr. Fiemine: You have three months? 

The CHAIRMAN: The three months refers only to delivery of goods. 

Mr. Cannon: You must think of the other creditors. 

Mr. BreirHaupt: There have been cases of padded expense accounts. 

Mr. Cannon: Perhaps, Mr. Breithaupt is one who knows about such things. 

Mr. Futrorp: All of us who have been in business know about them. 

The CuHatrrMAN: The other workmen are also included in this clause, and 
other officials, and the three months’ delivery period you spoke of as being a 
restrictive period only applies to commissions of commercial travellers; it does 
not apply to salaries of the secretary treasurer and others. 

_ Mr. Beuzite: Oh, I do not know. 

The CHAIRMAN: Well read it. 


Mr. Beuzite: “Wages, salaries, commissions or compensation of any. 


. travelling salesmen, labourer or workman for services rendered during three’ 


months. . 


The Cea Well, I have read the first amendment and the second 
amendment will be the addition of the words “including in the case of a travel- 
ling salesman disbursements properly incurred by him in or about his employer’s 
business during the same period.” 


Mr. Fiemine: That amendment would follow the word Cbankrupeey? 
line 16? : 

The CHAIRMAN: I am wondering if an amendment could be drafted whereby 
a ceiling would remain or whereby there would be a ceiling fixed on wages and, 
in addition to that, a ceiling in regard to commercial travellers that would be an 
additional allowance for expenses? If you put the ceiling high enough to take 
eare of the travelling salesman then you put it higher than it should be to take 
care of the other folk who are not entitled to travelling expenses. 

Mr. Fiemina: Could you meet that situation by reason of the amount? Mr. 
Cannon mentioned a couple of figures. I would like to ask him whether his 
thought is that you would simply take the disbursements out of the $500 limit 
or does he propose a higher limit to include proper disbursements? 

Mr. Cannon: My suggestion was that the higher amount should include 
disbursements. : : 

Mr. Fuemine: An over-all ceiling? 

Mr. Cannon: Yes. : 

Mr. Fiemine: Then I would suggest that it be $1,000. 


The CHarrmMAN: Now that we have the problem before us perhaps Mr. 
MacDonald could give his comments? 


The Wirness: The limit of $500, as Mr. Fleming remarked, comes in for 
the first time in this bill. I just wish to make that point clear. The second 
thing is that the priority given to this class of claimant has been moved up by a 
number of notches. Thirdly, according to the standard bankruptcy text, which 
I checked this morning, and it is borne out by cases, compensation is construed 
to include expenses of travel properly incurred by a commercial traveller in and 


about his employer’s business. The date of that text is 1932 and I was able, 


before I left the office this morning, to check the cases back to 1941. That inter- 


pretation still stands, and I have someone checking back over the period from > 
1941 to 1932. Those words of interpretation are practically the same as the 


amendment suggested by Mr. Isnor. 


Mr. Fuemine: May I interject that there has been a conflict of judicial 
interpretation on that point, and I think we should settle the question in~ 


view of that conflict. 
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ae The Wirness: I understand that is true, but at the moment I have not 
come across the cases that take the opposite view. 


Mr. Fuemina: There have been some cases. 


The CHatrMan: The ruling has been that compensation, wages, salaries, 
commissions, are included in disbursements. 


Mr. Furmine: I am aware of a conflict of judicial decisions on the point 
and I think that we had better settle it here. 


The Wirness: The jurisprudence as expressed in the book is the same as 
the suggestion of Mr. Isnor; if there is any doubt about it then it is proper 
for us to clear it up. On the other point which Mr. Fleming mentioned I just 
happened to look at the specialty bag case and it appears that. it went against 
the claimant on the ground that there must be some element of master and 
servant in the relationship. The court says that the Act does not mean 
_ that the servant must work exclusively for the debtor or be exclusively | under 

his control, but there. must be an element of master and servant in the 

; ‘relationship. It appears the claim in that particular case was by an independent 

operator who maintained his own office. He got in touch with the bag 
- manufacturer and said in effect that he was on the road in this district and 

_ that he would like, from time to time, to place orders for the bag manufacturer, 
without making any commitment that he would do so. He asked what 
commission he would get and the bag manufacturer replied that the com- 
- mission would be anything between the bag company list price to the salesman 
and the price at which the bags were sold. The salesman concerned, with his 
other lines, went out in the district and from time to time he placed orders 
for paper bags but he was under no obligation to work for the bag manufacturer 
or to place the orders. 

Mr. Cannon: I think that is a good judgment. A man like that should 
not be covered by. the Act; he should have no privilege; there is no relation 
of employer and employee but he is an agent. | 
The CHarRMAN: Yes, a manufacturer’s agent. 


__. The Wirness: I hope that I put the proper construction on the case, but, 
Mr. Fleming, I am sure you are familiar with it. 
4 Mr. Fuemine: Yes, Iam. In practice some people say that if a man has 
- one line he comes within the clause but if he has more than one line he does 
not. That, I think, is not the true test. If the salesman is under orders of the 
bankrupt as an employee would be he comes within the clause. On the other 
hand, if he arranges his own time and movements in the territory and covers 
it in any way he wishes then, the inclination is to treat him as not coming 
within the clause. It isa matter of interpretation and I hope that most trustees 
_ will have regard to the remedial purposes of the act. I think it was not the 
_ intent that a man of that kind should get the benefit of the preference. It is 
a wide field but I think it does emphasize that we should try and meet the needs 
Bot such persons. 
. The CHAIRMAN: Just where do you suggest that the additional words should 
be inserted? 

Mr. Freminc: Where we suggest taking out the words “$500 in each case” 


r Mr. Lesage: Mr. MacDonald has not commented on the removal of fit 
ceiling of $500? 

Mr. Fremine: He pointed out that it appears for the first time in this bill. 
;, The Witness: I do not think there is much more I can say on that; it is 
a question of policy as to what preference these particular classes of claimants 
should be given. 

Mr. Bennerr: The new Act would give them a priority of $500. 
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The Wirness: And a degree of priority they didn’t have before. 

Mr. Bennett: Yes. 

Mr. Lesace: And that was the reason why the ceiling was put on. 

The Wirness: And that is one reason why the ceiling was put on. 

Mr. Isnor: I have a feeling that it should be moré than that. I wonder 
if you could tell us what the provision of the Australia Act is, if their ceiling is 
$500. 

, The Wirness: I am sorry I haven’t got the Australia Act here, I would 
have to check on that at the office. The United States limit is $600. 

Mr. Bennett: I think we should have a ceiling in this clause. 

Mr. Lesace: What would you suggest? 

Mr. Bennett: I like the chairman’s suggestion. I think $500 is a pretty 
good ceiling. We could leave that in the clause, but I think the travelling sales- 
man should be allowed expenses of say $250. 

Mr. Beuzite: Don’t you think for wages, salaries, commissions, disuurees 
ments, travelling expenses and so on, that a ceiling of $500 would not be 
enough in relation to that limit of three months? Any man who makes less than 
$200 or $175 a month is not getting a very high salary, and if you limit it to 
three months at $175 a month, that gives $525; so we lose right there $25 of his 
wages; and then if he hag any travelling or out-of-pocket expenses or makes 
any disbursements, well, that would be just out of his own pocket and he 
would only have an ordinary claim as against the bankrupt estate. I think the 
ceiling is somewhat low. — 

The CHatrrmMan: What would you think of this amendment: Leave the 
$500 in and insert these words at the end of “in each case”: “And including 
in the case of a travelling salesman disbursements properly incurred by him 
in and about his employer’s business to the extent of $250 in each case”. 


Mr. Ftemine: You would have to say an additional $250 in each case? 
The Wirnuss: Yes. 


Mr. Hetuyer: How would that apply to a case like this: I know a number 
of people personally who within a three month period in the proper season 
earn $10,000 in commissions and in doing that they incur an out-of-pocket 
expense of $4,000. That might be the case only during certain seasons of the 
year, but they would get no commission on the work on which they were 
engaged at all. Within that whole arrangement what would they get under this 
proposal. 

The CuamrMAN: They would get $750. But I might answer that. That — 
sounds like a case of real hardship, but in a case of that kind where the sales- 
man is selling an article that was selling so very well that he could earn $10,000 
in three months, I should not think that firm is going bankrupt. 


Mr. Fuemine: No. 


Mr. Hettyrer: I know of one firm today where the salesman made more 
than that but that firm just now is facing bankruptcy, it has not gone into 
bankruptcy, but it is in very bad financial state. 

Mr. Fuurorp: Don’t you think the position of the travelling salesman is 
different from that of any others mentioned in this subclause? perhaps we 
should have a subclause to take care of that class of people, because a loss of © 
that kind would not affect a servant, a clerk, a labourer or so on; it could © 
affect people who had heavy travelling expenses. 


Mr. Cannon: Selling expense would apply only in the case of travelling : 
salesmen. i F 
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Mh Mr. Fouronn: And the travelling salesman would be limited to $500 in — 
eases like that. 
a Mr. Fuemine: You might have an ae who drives a car; he would | 
_ have car expense. 

Mr. Fuurorp: $500 would certainly cover any car expense. 

Mr. Isnor: Mr. Chairman, I think your amendment is quite in order. I 
am inclined to think that the average commercial traveller would be reasonably 
covered by that—$500 plus expenses to the extent of $250. 

Mr. Cannon: I think that is a good compromise. 

The CuarrmAn: It is at least a start in the right direction. 

Mr. Isnor: It is reasonable to suppose that a commercial traveller is going 

to send in his expense accounts every month, and it is reasonable to suppose 
that the employer is going to settle once every month. 

3 The CHamrMAN: Yes, and the average traveller has a drawing account in 
connection with expenses of this kind. What do you think of that? 

Mr. Fiemrne: I appreciate the willingness of the committee to meet this 
situation in a spirit of fairness, and I don’t want to hold to a position of com- 
promise on it. Would you consider raising that $250 to say $300, Mr. Chairman? 
IT am thinking more of those men who are out on long tours. 

The CuatrMAN: I would say that is quite all right. 

Mr. Fieminc: I know from experience that the expenses these men are 
under today are simply terrific. 

Mr. Beuzite: That is all right. 

The CuHatrMAN: Then Mr. Fleming moves, eseniwiod by Mr. Isnor, that 
clause (b) be amended by adding the following words after the word “bank- 
_  ruptcy” in the 16th line of subclause (b) of clause 95; “and including in the 
- case of a travelling salesman disbufsements properly incurred by him in and 

about his employer’s business to the extent of an additional $300 in each case.’ 
Mr. Lxesace: That would be after the word “case” in line 17? 

Mr. Cannon: Yes. 


Mr. Fiemine: Yes. 

The Cuarrman: All right. Just a minute now, I want the reporter to get this 
right. Would you mind correcting the insertion ; "it is to be made after the word 
“case” in line 16, instead of after the word. “bankruptcy” in line 19. 

Mr. Cannon: I think to do that we should phrase it in this way: say that 
it is to be $500 “together with” the amount you indicated. 

The Cuarrman: I think you are right. 

Mr. Fueminc: And I think the word “employee” should be changed to 
“bankrupt”; “in and about the bankrupt’s business”. 

The CHAIRMAN: You have a note of that, Mr. MacDonald? 


The Wrrness: Yes. 

A Mr. Fiteminc: Would you read it now once more, please Mr. Chairman. 
. The CHatrMAN: The motion is to insert in line 17 of subclause (b) of 
clause 95 after the word “case” the following words, “together with in the case 
of a travelling salesman disbursements properly incurred by him in and about 
the bankrupt’s business’ — 

Mr. Fiemine: I think you’d better finish it and say, to the extent of $300 
in each case. 
The CHAIRMAN: ‘‘—to the extent of an additional $300 in each case.” 
All those in favour of the amendment will please signify? 
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Mr. Hettyzr: Before the amendment is put, I observe that you have the © : 
words “properly incurred” there again. If it is part of his contract that he — 
receive expense allowances, how is that going to compensate a man who provides 
expense money out of his own pocket? , 

Mr. Fremine: That man would not get anything. He would be out the $500. 

Mr. Cannon: I did not grasp it. Have you got the words “during the same 
period” in the amendment? 

Mr. Fremine: I think they should come after the word “business”, Mr. 
Chairman. 

The CHairmMan: We already have “during the three months period”. 

Mr. Cannon: Yes, but so that there will not be any misunderstanding as 
to the exemption of the privilege for expenses, I think we should say ‘“‘during the 
same period”; otherwise travelling salesmen might come along with bills for 
arrears in salary for three months, or for arrears of expense money for six months. 

The CuatrmMan: I think it would be more satisfactory if this amendment 
were typed out with all the recommendations which have been made. So we 
will stand the clause meanwhile. } 


By Mr. Stewart: 

Q. Before we go on, there is a question I asked a while ago: could you tell 
me, Mr. MacDonald, when the $600 priority was put into the American Act? 
In what year?—A. No, I cannot tell you right off the bat. 

Q. I am still not convinced that $500 is high enough. 

_ Mr. Isnor: If there is nothing before the chair, might I inquire if it is your 
purpose to take up clause 25 at this time? 

The Cuatrman: Yes. Mr. Stewart, in answer to your question, I have 
been thinking it over, and I agree with you that the $500 limit, having regard 
to today’s labour market, would certainly not take care of more than two 
months’ wages. But on the other hand, a very high priority is being given to 
the wage-earner, and I think that the over-all benefit which would accrue to the 
wage-earner from this amended clause would be very much greater than the 
over-all benefit which would accrue to him. under the old set-up. 

Mr. Isnor: Yes, it is a substantial improvement. 

Mr. Fremine: Would the committee consider making the $500 figure the 
same as the American figure of $600, Mr. Chairman? 

Mr. Lesage: There he goes again. 

Mr. Furemine: All right; it may be that you will become a wage-earner 
yourself someday. at 

(Discussion took place off the record). 


The Cuairman: Mr. Fleming moved seconded by Mr. Isnor, that Clause 95, 
subelause (1), (d) be amended by inserting in line 17 after the word ‘ ‘case”’, the 
following: 

together with in the case of a travelling salesman disbursements 
properly incurred by him in and about the bankrupt’s business to the 
extent of an additional $300 in each case during the same period. 

All those in favour of the amendment, please signify. 

Carried. 

Mr. Hunter: I still think, Mr. Chairman, you may have trouble with that 
word “properly”. Who is going to decide that they are proper? 

Mr. Lusacr: The registrar or the court. 


The CHamMan: Are there any further wi Gndinlnts to clause 95 or shall 
clause 95 carry? 
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_ _Mr. Srmwart: I would like to hear Mr. MacDonald’s opinion on the sug- 
gestion I made the other day on employees’ pension funds. 


_ The Wrrness: I have had a chance to think about it, Mr. Stewart, and 
I think that is a matter on which my opinion is not particularly helpful. I want 
_ to give you all the assistance I possibly can on anything on which I can usefully 
_ express an opinion, but this seems to me a pure question of policy as to whether 
such a provision should be put in the Bankruptcy Act and it is more a question 
for members than it is for myself, I mean to express an opinion about. One 
thought I have had on it is this, that I doubt whether you could get into the 
Bankruptcy Act all the provisions necessary to regulate that sort of matter if 
you do undertake to regulate it. That is, if claims of pension funds are to be 
regulated, then it would appear to me that the regulating provisions would 
have to go further than the mere insertion of such a provision as is now under 
_ discussion, in the Bankruptcy Act because you will have to define exactly the 
- circumstanées to which this priority is going to apply. That, in itself, may be 
a very difficult thing to do. You have got to consider what protection is to be 
accorded the beneficiaries in the fund, then you have got to consider a possible 
_ distinction between the case where the fund is entirely under the control of the 
_ beneficiaries or their representatives and the case where it depends simply on an 
undertaking by the company which has kept complete control of the assets or 
what goes to make up the funds, and all those things are going to be difficult of 
decision and difficult to provide for and difficult even to phrase satisfactorily. 
_ Now, I know that that is not very much help, but I am afraid it is all that I can 
contribute to what is fundamentally a matter of policy relating to the manage- 
ment an dsupervision of pension funds. . 
Mr. Lesacr: There is nothing to lead us to an amendment in this matter. 
_ It would be a very complicated thing and we would be working in the dark. 
_ I think we had better leave it at the moment. I, for one, would not try to 
_ draft anything which would cover the situation. 


The CuairMaANn: Mr. Stewart, would you mind if we gave you a little special 

assignment on this question? Mr. Forsyth of the income tax branch is, 
I believe, the officer in charge of pension funds. It occurred to me that perhaps 
a definition of what is meant by trust property in section 39 of the Bankruptcy 
Act would achieve your desired ends. Mr. Forsyth is an experienced lawyer 
and he might be able to make some helpful suggestion. I have every sympathy 
with your point but I have not been able to conjure up appropriate words 
- which would be wide enough to accomplish the purpose but not be too wide. . 
| Mr. Stewart: .I see the difficulties and I will get in touch with Mr. Forsyth 
during the luncheon hour. 

The CuHairMAN: We will undertake to revert back to clause 39 if we need to. 
Shall clause 95 as amended carry? 


d Carried. 
I would like to announce now that it is most important that ‘this. bill 

be reported to the House not later than tonight and that we would like to 

have a quorum promptly at 3.30. We will sit this evening if we require to 
— do so to finish. 
Mr. Isnor: Can we clean up clause 25 now? 
The CHAIRMAN: Yes, and you have the floor, Mr. Isnor. 
Mr. Isnor: I would be prepared to listen to Mr. MacDonald. 


The Witness: As to the first part of Mr. Isnor’s inquiry, whether fishermen 
should be included in clause 25, it is a question of policy to be determined 
upon a consideration of all the circumstances of the fishermen and other persons 
in primary industry who might also consider themselves so entitled to any 
advantage and that is a point upon which my opinion would be of no value to 
Se 
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you. As far as the mechanics of including fishermen are concerned, I can 
only say that in so far as I am aware fishermen could be placed in clause 25 in 
the same way that farmers are placed there. On the question of policy I do 
not feel I can contribute anything of value. 

Coming to the other point, Mr. Isnor, I understood your question to be: 
“Is it an advantage or a disadvantage for a farmer to be relieved from the pro- 
visions of the Bankruptcy Act relating to petitions?” 

My answer would be it is an advantage, because it gives the farmer an — 
option as to whether or not he will become a bankrupt under the Act. He 
can go into bankruptcy voluntarily but he cannot be put into bankruptcy 
compulsorily. It is difficult, however, to appraise the value of this advantage. 
It means that he can prevent the description of “bankrupt” ever being legally 
applied to him. It also means that he can, when a crisis comes in his affairs, 
control his assets a little longer because less time would be required to put 
him into bankruptcy than for his creditors to proceed against him in the 
ordinary way. Nevertheless his creditors will catch up with him in any event. 
Then again, there may possibly be some dispositions of property made prior 
to insolvency which would be void if the Bankruptcy Act applied, but remain 
valid if it does not apply. The foregoing does not take into consideration the 
situation that obtains in the prairie provinces where a farmer, if he proposes a 
composition and makes default therein, is liable to the petition sections of the 
Bankruptcy Act like any person else. 

The Cuairman: May I ask one question in regard to the delay feature? ts 
it not true that the only delay feature would be in regard to real estate? The 
creditors would get judgment and proceed under execution of judgment as to all 
personal property, practically and apparently as though under bankruptcy, but 
as to real estate, that is in a different field, in the Sheriff’s office on final proceed- 
ings. 

The Wrrness: It would depend on the nature and the amount of the claim 
and the extent to which the defence if so minded are able to delay the proceed- 
ings. It seems to me that even in respect to personal property as distinct from 
realty there is a greater opportunity for delay in case of proceeding to judgment 
and execution in the ordinary way than in the case of bankruptcy proceedings. 

The Cuatrman: Mr. Isnor, in view of the answer, do you wish to make an 
amendment? 

Mr. Isnor: I would like to have a little time in which -to study the answer 
and see how it applies to a farmer in bankruptcy. 

The Cuarrman: All right. Then shall we adjourn until 3.30 o’clock this 
afternoon. | 


Agreed. 


AFTERNOON SESSION 


The committee resumed at 3.30 p.m. 


T. D. MacDonald, K.C., Superintendent of Ae ele recalled: 


The VicE-CHAIRMAN: Shall we take the clauses that we have left? Clause 2, 
I think is the first one. 


_ Mr. Fieminc: On clause 2 I was just handed by my colleagues, Mr. Smith » 
and Mr. Harkness of Calgary, a few minutes ago a letter which they had 
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_ received from The Canadian Credit Men’s Trust Association, Limited, Man- 
_ itoba Division, which includes a copy of a letter written to the Minister of 
Justice dated November 24, 1949. I think the chairman and Mr. MacDonald 
_ have a copy of it. I would just like to read it, if I may: 
a The Canadian Credit Men’s Trust Association Limited, 
b Manitoba Division, 
November 24, 1949. 
HONOURABLE Stuart S, Garson, 
Minister of Justice, 
- Parliament Buildings, 
| Ottawa, Ontario. 


¥ 


HONOURABLE SIR: 


4 Re: Bankruptcy Act, Amendment 

Zz Senate “Bill F” 

3 _ The Manitoba Branch of The Canadian Credit Men’s Trust Asso- 
ciation Limited has only just received a copy of the above “Bill F” and 
has had the privilege of examining the representations made by the 
Toronto Board of Trade and The Canadian Credit Men’s Trust Associa- 
tion. 3 

On the whole, this new bill is an improvement on the present Act 
in many ways and is therefore a very acceptable move. 


B From the representations made by the association and the Toronto 
| Board of Trade, however, it would appear as if a very important over- 
sight has crept in with respect to the provisions of the proposed section 
2, subsection 1, paragraph (a) which raises the amount of the debit 
owing to the petitioning creditor or creditors from $500 to $1,000. 

In the provinces of Saskatchewan and Alberta, legislation is in 
effect which virtually denies creditors the protection provided through 
the courts by way of judgment and execution. For example, the Province 
of Saskatchewan has a provision whereby a sheriff may assemble a board 
of enquiry to decide as to whether an execution or chattel mortgage in 
q his hands shall be given effect to. 

Since these boards must necessarily be set up in most cases in small 
towns, such boards will be composed, for the most part, of friends of the 
debtor. The creditor has no notice and can make no representations ‘at 
a hearing. Even if he were notified, the expense of proceeding to the 
point of enquiry would be denied all rights to take any action to enforce 
collection from debtors who. did not wish to honour their obligations. 

It is suggested that if these facts had been presented to the com- 
mittee of the Senate that their action upon the request of the association 
| that the original amount fixed should remain would have received more 
4 satisfactory consideration. We would therefore respectfully suggest that 
a necessary steps be taken to see that the present Act is not amended in 
| this respect. 

Yours very truly, 
The Canadian Credit Men’s Trust Association Limited 
Manitoba Division 


Chairman, Legislation Committee. 


I think Mr. MacDonald has considered this point, Mr. Chairman; perhaps, he 
would like to make a comment on it. 


(Mr. Cleaver assumed the chair) 
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‘Mr. Lusace: We discussed that rites under clause 21; rapt esentaniie : 


have been made by the Toronto Board of Trade to that effect. You will find 


that on page 12 of the compendium, and some reasons why it was left like 


that by the Senate. 

Mr. Fiemines Well, I have raised the iathes and perhaps the repre- 
sentations might be considered. As Mr. Lesage said, my point was considered 
earlier. | 

Mr. Lesacn: That is just the point; they are saying in effect that we used 
to have that in the Bankruptcy Act but it is now under provincial legislation 
and the effect of it is to change the Bankruptcy Act and the Bat is that they 
fall back on the provincial legislation. 

Mr. Hunter: It would be all right if you went up to the $1,000 peed 
of $500. 

Mr. Firemine: They want the previous amount restored. 

The Witness: I am just checking up the representations made by The 
Canadian Credit Men’s Trust Association, and they appear. to be these; this 


is a meeting of March 10, 1949 of the Senate eg on Banking and Com- | 


merce, reading from page 50: 

At present if a debtor has committed an act of bankruptcy creditors 
having a claim of $500 or over may file a petition to have the debtor 
adjudged bankrupt. The bill steps up this amount to $1,000. Section 26— 
subsection (1) of thé bill provides that an ‘insolvent person’ may make an 
involuntary assignment. ‘The definition of “imsolvent person’’—section 2 
(j) is one who among other things has total liabilities of not less than 
$1,000. The present Act sets the figure at $500. It seems reasonable that 
unless a debtor owes at least $1,000 all told he should not be permitted to 
make use of The Bankruptcy Act, but it does not seem appropriate that 
a single creditor must have a claim of $1,000 before he can petition his 
debtor into ‘bankruptcy. The $500 minimum for the filing of a petition 
has applied since The Bankruptcy Act came into. force. In latter years 
terms of sale have been shortened and labiilties to trade creditors do not 
accumulate to the same extent as formerly, so there does not seem to be 
any good reason for increasing the amount on which a petition may be 
filed. - Creditors are usually very loth to file petitions until every other 
recourse has failed, and they do so only for the purpose of bringing about 
an equitable distribution of the debtor’s assets. Debtors who are honestly 
trying to pay their debts and are making any progress do not have 
anything to fear in this connection. It is, however, submitted that a 
ereditor should not be deprived of the protection which The Bankruptcy 
Act affords him just because his debtor owes him less than $1,000. 
Five-hundred dollars seems to be a reasonable minimum and it is urged 
that this figure be retained. 

- IT have read that at length from this report of the Senate committee, 
Mr. Hunter: I think it should be set at a reasonable amount. 
The Wirness: Under these provisions, now in the Bankruptcy Act, which 


exclude from realization certain assets which would not be leviable upon under — 


execution, by provincial law, they might have exactly the same complaint, that 
it is open to the province to do something very similar in principle to what bape 
are complaining about in here. . 

Mr. Hunter: And they do it. 

The Witness: And they do it. The purpose of the Bankeubees Act is not 


to affect exemption from execution in individual provinces but only to provide 
an equitable distribution of assets, of the proceeds of such assets as are available. 
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Mr. Hunver: I think we should leave it at that, $1,000 is not an exorbitant 
amount. 


The Cuairman: Shall we finish up clause 21 while we are at it? There is 
another point on clause 21 which Judge Urquhart raised in regard to adjudging 
a debtor to be a bankrupt. 


Mr. Fiemine: May I speak to a point which is in clause 21(6) which 
now reads: 


(6) At the hearing the court shall require proof of the facts alleged 
in the petition and of the service of the petition, and, if satisfied with 
the proof, may make a receiving order. 


I would like to propose that some words be added to that to bring the clause 
into line with the present law and also the views expressed by Mr. Justice 
Urquhart and others in their submissions to the Senate committee. The present 
law, contained in clause 4, subclause 6 of the present Act, provides that a 
court—this is a direct quotation— 
may adjudge the debtor a bankrupt and in pursuance of Me petition make 
an order in this Act called a receiving order. 


Now, the difference between this new form and the present law is that there is no 
provision in the new law for adjudging the debtor a bankrupt. Now, it is 
important, I think, that that should be done. The view taken in the Senate 
committee, as I understand it, was that if a court makes a receiving order 
then it falls that the man is a bankrupt. A receiving order itself would not 
formally declare a man to be adjudged a bankrupt, as in the present law. Now, 
there is no reason why, in my submission— 


Mr. Lesace: I am sure if you read clause 2(c) you will agree that a person 
against whom a receiving order has been made is a bankrupt. 


Mr. Fuemine: Yes, a bankrupt, I agree with you; but there is nothing 
in a receiving order that adjudges him a bankrupt. 


Mr. Lesace: That law does. 
Mr. Fremine: And I think it should De done. 
Mr. Lesace: 2(c) does. 


Mr. Fuiremina: It is argued that if a receiving order is made that a man 
is adjudged to be a bankrupt, and it falls by reason of the other provisions 
of the Act that he is a bankrupt; but I am arguing—and this is, as I say, 
in view of Mr. Justice Urquhart’s representations when he appeared before the 
Senate Committee—that we should have a formal adjudication, a formal order 
that a man is adjudged a bankrupt. There are reasons for that in other 
legislation. The British North America Act, section 31, provides that a senator 
vacates his seat—“‘if he is adjudged bankrupt or insolvent”. Now, that provision 
itself I think makes it desirable that we should provide that a receiving order 
should contain formal adjudication to that effect. The practice in England 
is the practice which has always been followed here in our Bankruptcy Act 
during the last thirty years, that there should be no receiving order without a 
formal adjudication that a man is a bankrupt. Now, I submit to the committee 
that there is no good reason for taking it out and there are good reasons for 
having it in; and I would urge, Mr. Chairman, that we should restore the effect 
contained in the present law and that the subclause should be amended 
accordingly. 

Mr. LesAceE: I could raise an objection, but I do not insist, because after all, 
as a matter of fact, the present form says, the receiving order form says,—and 
it is further ordered—pardon me, it is ordered that the said A.B. be and he 
is adjudged bankrupt and the receiving order is hereby made against A.B.; 
so there is no change in the form of the information. 
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Mr. Fieminc: I do not think Mr. MacDonald has any objection, Mr. 
Chairman. 

The Wrirness: I can state my position very shortly. I do not think it 
involves any distinction in principle and for that reason I am not strongly 
opposed to it; but to make my position clear I will have to go further and say 
that I am in complete accord with the views of the Senate committee; but 
I repeat that it is not a difference of principle. 


Mr. Hunter: It seems to me that a man is adjudged to be bankrupt when 
a receiving order is made; by virtue of the statutes, he is automatically considered 
a bankrupt. I am not. pressing the point. I think it is there. 

The Wirnress: May I elaborate? Just a moment, could I see the paper, 

Mr. Fleming? The expression ‘adjudged mankrupt”’ comes from the English Act. 
There is not the same need for it in the Canadian Act because under the English 
Act there were two separate operations, the making of a receiving order -and 
the adjudication of bankruptcy. So you cannot just draw a parallel between the 
two Acts. Under the present Bankruptcy Act, the expression is used and certain 
- consequences are attached to it. But under the new bill the same consequences 
attach to the state of bankruptcy. So that as far as the bill itself is concerned, 
nothing suffers from the failure to use those words. ‘That is, all the following 
consequences of the bill come into play because a receiving order has been made 
or because an assignment has been made. It is true that the British North 
America Act for instance provides that a senator vacate his seat if he be 
adjudged bankrupt or insolvent or applies for the benefit of any law relating to 
insolvent debtors, or becomes a public defaulter. So it would appear to me that 
it is sufficiently wide to cover the case of an assignor or a person against whom a 
receiving order has been made under the new bill. These are general words, the 
purpose of which is to pick up any situation to which they were intended to 
apply. For example, there are no words in the present Act which apply the 
expression “adjudged bankrupt” in the case of a person who makes an assign- 
ment. So that a possible objection could have been raised since 1867 as to the 
present law. That is to say, if the objection be that the failure to put in the 
words “adjudged bankrupt” does not permit the Bankruptcy Act to tie in with 
the British North America Act, then I say the same difficulty has been there 
since the beginning in respect to assignments, because the Canadian Act never 
applied the words “adjudged bankrupt’”’ in the case of an assignment. 

Mr. Hunrer: Are you talking about something entirely theoretical? 


Mr. Lesacw: Is it not your principle that the few er words you have in the 
law the better it is? 


Mr. Fiemine: No. I think the principle here is that you are making a change 
and there is no sensible reason for that change. : 


Mr. Lesage: There is no change. 


Mr. Fremine: You are leaving it. to eae inference and other provisions 
in the Act:that certain incidents follow from the making of a receiving order. 
But even though the state of bankruptcy be deemed to. follow the making of 
a receiving order, there is nothing in this bill which says that the debtor is 
adjudged bankrupt. Moreover, the present form of receiving order under the 
present Act does contain those specific words. So I can see no good reason for 
departing from it. In fact I can see some reason why it might be desirable in 
the future to have such a provision included. Moreover, certain opinions which 
are worth very much more than my own—I cite Mr. Justice Uurquhart,—are 
very strong about it. I refer to those who are administering this Act all the 
time. They feel quite strongly about it. There cannot be any objection to it. 
The Wrrvess: Just to conclude: I would like to read from the volume 
entitled “Bankruptcy in Canada by Duncan and Reilley”. This is the standard 
bankruptcy text. I shall read a passage which I had not noticed before or I 
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would have cited it. “It is the adjudication... .”’ He is speaking there about 
the English Act: “It is the adjudication and not the receiving order which vests 
in the trustee the property of the debtor. Under the Bankruptcy Act on the 
other hand, it is the receiving order which vests the property of the debtor in the 
trustee, and.the adjudication does little more than attach the label of bankrupt 
— to the debtor.” 
Mr. Fiemine: May I rejoin that there is no authority contained in Duncan 
and Reilley for the statement you have just read, and that it is purely the 
personal opinion of the authors. There is no foot-note authority for the state- 
ment in the volume itself. 

The CuHatrMAN: Could we not resolve our differences in this way, by 
following in subclause (6) the actual terms of the receiving order which has 
been called to the attention of the committee by Mr. Lesage,—form No. 1-3 of 
_ the Consolidated Rules and Forms dated 1945, and simply add the words at 

the end of paragraph (6) as follows: 
‘ . if satisfied with the proof may make a receiving order declaring 
the debtor to be a bankrupt. 
Mr. Fiemrine: You had better say “adjudging”’. 
K The Cuarrman: Yes, “adjudging the debtor to be a bankrupt”. 
| Mr. Fitemine: I propose that we put those words in. 

_. The CuHairman: I notice that Mr. Justice Urquhart referred to the fact 
_ that under the Criminal Code there are certainly offences for which a bankrupt — 
_ becomes liable should he commit them. 


} Mr. Hunter: I think it is unnecessary, but I have no objection. 


a Mr. Lesace: I think it is unnecessary. Even if there are some offences | 
- in the Criminal Code, there would be a reference in them to the bankrupt. 


The Wirness: No, there are not any. 


~ 


By Mr. Lesage: 
| Q. Clause (2) (c): First it says: ‘‘a man against whom a receiving order 
has been made”.—A. Sections 417 and 418 of the Criminal Code do not men- 
tion bankruptcy. | 

Mr. Bennetr: If the court makes a receiving order, would not that 
adjudge the debtor a bankrupt? 

Mr. Fiemine: It would at the present time under the present Act. But 
the new bill is not going to contain a formal adjudication of bankruptcy. 

; Mr. Bennert: But if the court does make a receiving order, then you 
may go to clause (2) (c), where you will find that a receiving order means a 
bankruptcy. | 

Mr. Fuemine: Well, there are those whose opinions are entitled to very 
- great weight who think otherwise, and they include Mr. Justice Urquhart. He 
is one of them. 

The CuHarrRMAN: If these express words be added in this subclause would 
~ you not have to go all through the Act and add them here and there, otherwise 
there might be an omission in the other clauses, or some implication might | 

arise? You get that point very clearly, I take it? 


By Mr. Fleming: 

Q. I would like to know how that is going to work out. Could we have 

an example?—A. Suppose you add to subclause (6) of clause 21 on page 25 
the words: 

and make an adjudication of bankruptcy. 
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Q. Adjudge a debtor a bankrupt?—A. All right, “adjudge a debtor a 


bankrupt”. Now, there is no such provision in the case of an assignment and 
there never has been under our Act. It seems to me that you immediately 
raise an implication in connection with the British North America Act that it 
catches the case where there is a petition and receiving order but it does not 
catch the case where there is only an assignment. I do not oe that is the 
intention. 

Q. I understand your point, Mr. MacDonald, but I am afraid I do not 
agree with it. Here we are simply proposing to preserve the present section, to 
preserve the law as it has been. 

Mr. Lzesace: I think the committee is quite familiar now with the question. 
- Could it not now be put? 
Mr. Fiemine: Very well. I move that clause 21 subclause (6) be amended 


by inserting in line 30, after the word “may” the following words: 


adjudge the debtor a bankrupt and 
That is the end of the quote. That will bring the present. clause into con- 
formity with the existing law. Subsection (6) would now read: 
may adjudge the debtor a bankrupt and in pursuance to a petition make 
an order under this Act called a receiving order. 


The CuHarrman: Are you ready for the question? is there any further dis- 
cussion? all those in favour? All those opposed? the motion is lost. Are there 
any other questions on clause 21? If not, it is carried. What is the next clause? 
I believe this point has been covered but I want to make sure it is in our 
record. Mr. Lesage moves, seconded by Mr. Fleming that clause 21 subclause 
15 be amended by adding the words after the word “claim? in line one: 


against a partnership, 


And by striking out the words in lines 2 and 3: 
against all the partners of a firm. 


So that subclause 15 would read: 

Any creditor whose claim against a partnership is sufficient to entitle 
him to present a bankruptcy petition may present a petition against any 
one or more partners of the firm without including the others. 

Does the amendment carry? 

Carried. 

Mr. Fueminc: I am so anxious to support anything which Mr. Lesage 
suggests, after the strong support he gave to my last amendment, that I would 
second it with pleasure. ) 

The CHAIRMAN: Clause 26 subclause (6). 

Mr. Lmsace: Have we carried clause (2) yet? : 

Mr. Bennett: Do you not think that “creditor” or “creditors” should 
go in subclause (6)? Do you not remember our discussion on that point? 


The CuarrMan: ‘any creditor or creditors”. 
Mr. Bennett: Yes. 
Mr. Lesace: No, we decided it would be better not to put it in. 


The CHatrRMAN: I believe it was decided that it was covered m the inter- 
pretation clause. 


Mr. Bennett: Oh, I was not here. 
The CHarrMAN: What is the next one? 
Mr. Lesace: We did not carry clause (2), Mr. Chairman. 
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The Cuairman: Not yet. We are going to come to it last. Now, clause 26 

-subclause (6). 

What is the question on that, Mr. MacDonald? 

The Witness: The question is whether it should be raised. 

Mr. Lesace:It was understood that Mr. MacDonald would give to the 

committee some figures as to the proportion of the failures in 1948 in which 

amount the realized assets over what is mentioned there did not exceed: $500. 
The Witness: That is correct. 7 


_ Mr. Fiemina: The view of some, Mr. Chairman, was that if there is merit 
_ in the procedure in small estates that we might as well extend it to estates of 
' more than $500. Mr. MacDonald’s expressed view was that this is an experi- 
; 
: 


ment and we have to start the experiment with these small amounts. 
. The Witness: In 1948 the total number of bankruptcies closed was 450; 
175 of those fell into the first group of $500 or under, and that figure relates 
| to the realized assets, including secured creditors — 

Mr. Beuzite: How many are there in the other category from $500 to $1,000? 


Mr. Lusace: Mr. MacDonald has not finished, there are others that are to 
_ be added. 


; The Wirness:—Including secured creditors claims that were handled by 
_ the trustees. That is, 175 cases out of the 450 for that year at the minimum 
~ would come under the summary administration provision, and the actual number 
- would be larger because it would take in an undeterminable number of estates 
_ which, according to these figures, are grouped in the next classification of $500 
to $1,000, the number of estates in that classification being 48, and some of those 
_ 43, I cannot tell you how many, would fall into the first group, so out of 450 
estates for that year 175 plus would be the number that would come under the 
. summary administration provision, which is a substantial proportion. | 
; Mr. Hunter: I support that increase to $1,000 but I would like to hear more 
about it from the opposition. 

Mr. Freminc: Mr. MacDonald told us the other day when we were dis- 
cussing this clause that in the light of the way the experiment succeeds he 
_ thinks the range of the estates to which the summary procedure should apply 
j should be widened, and he will recommend accordingly. 

The CHAIRMAN: Yes, and it is taking care under present conditions of about 

_ forty per cent of the total. 

! Mr. Friemina: Yes, I think that percentage is surprising to us all. 

f The CHarrMAN: Shall the clause carry? » 

Carried. 

: We are considering clause 36. | 

Mr. Isnor: I wonder if Mr. MacDonald would tell us whether he receives 

_arecord of all bankruptcy cases or only those dealt with by trustees. 

x. The Wirness: Only those dealt with by trustees, Mr. Isnor, I mean only 

those that are dealt with under the Act. I should put it that way perhaps. 

It is possible for an estate to start off under the Act to be a bankruptcy and 

_ to be dropped at some preliminary.stage and not to reach a trustee. Now, we 

would get a record of that estate but we would not get records of bankruptcies 

- that occur outside the Act and about which nothing is done under the Act. 

| Mr. Isnor: I asked that question because it would add largely to the number 

175 in that lower class. A large number of trust companies would not, of course, 

handle small estates; there is no money in it for them. 

The Cuatrman: Now, we are on clause 36. Some members were a little 

concerned about the wording of this clause. Members of committee will have 
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had plenty of time by now to read it over. Is the clause in its present form, 
Mr. MacDonald, satisfactory to you? 

The Wrrness: Mr. Chairman, I do not think I informed Mr. Isnor as 
I should have done. Mr. Isnor, this is another way of putting what I said; all 
bankruptcies that are such by reference to the terms of the Bankruptcy Act 
come to our attention. The case J meant that did not come to our attention was 
the case of the man who is popularly called a bankrupt because he cannot pay 
his debts and he just goes out of business. No creditor does anything about it, 
and of course, there is no way you could get figures. . 

Mr. Isnor: That is what I had in mind. Of course, I am not a lawyer and 
the chairman passed over my question very quickly; I appreciate that point 
too. 

The CuarrMAN: Mr. Isnor, I hope on reconsideration you do not feel so 
badly because I want to assure you there was no intention of that kind. 

Mr. Isnor: Thank you. 

The CHAIRMAN: Clause 36? 

Mr. Lesage: Could Mr. MacDonald say whether he is satisfied with the 
wording? 

The Witness: Yes. This is Mr. Macdonnell’s point and since he is not here, 
perhaps I could read into the record what I was going to reply to him anyway 
and then he will see it. He raised a question as to what could be done under 
expression ‘‘injustice” in clause 36, subclause 1, and particularly he wanted to 
know whether if the debtor came into new assets after the composition was 
made, whether the composition could be set aside then on the ground that there 
was an injustice. The jurisprudence is to the contrary. I have been unable by 
reference to Duncan and Reilly to find any jurisprudence on the meaning of the 
word “injustice” in clause 36, previously section 19 of the Act. Duncan and 
Reilley does, however, contain a passage at page 169 the effect of which seems 
to be that unless the composition or scheme of arrangement so provides expressly 
or by necessary implication, after-acquired property is not brought within the 
scheme or the composition. The passage is as follows: 

Distinction ‘between composition and receiving order as regards prop- 


erty affected. A composition or scheme of arrangement, though approved ~ 


by the court and so by statute binding on all the creditors, depends on a 
contract between the parties. It thus differs, so far as property affected 
is concerned, from a receiving order. Under a composition or scheme of 
arrangement, after-acquired property is not brought in unless the contract 
says so. In the absence of such a provision and of words indicating an 
intent to define exactly the property to be taken by the trustee, the prop- 
erty of the debtor divisible among his creditors will, it is considered, be 
the property to which the debtor was entitled at the date of the approval 

of the scheme by the court when it became completely operative. Such 
property would probably include a reversionary interest whether vested 
or contingent, but not a mere expectancy. 


The Cuarrman: Thank you, Mr. MacDonald. 
Shall clause 36 carry? 
Carried. 


We are now on clause 49. I remember the question was raised in regard to 
clause 49 as to the protection given to creditors under the Conditional Sales Act 
in Ontario and in similar unregistered credit transactions. 


Mr. Fiemine: Yes, that was in the compendium. I remember the view ~ 


expressed by the Toronto Board of Trade, among others, that it should not 3 
simply be left to depend on registration alone. The Canadian Manufacturers’ i 
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ssociation gupears that the word “unregistered” be deleted and replaced by 
the words “not registered or not protected against creditors under the law of the 
province”. I think there is ample reason for that, having regard to the pos- 

_ sibility of establishing validity even without registration in the cases you have 

‘mentioned. The words that they propose would certainly take account amply 

_ of the provincial legislation. I think that the present form does not completely 

take care of the provincial legislation. It takes account only of one of the 

grounds of establishing liability of the lien or charge. 

Mr. Lesage: I am afraid of that. I will give you an example of what hap- 
pens in Quebec. Suppose that I go to a store and buy a stove on a conditional 
sale. There is no registration of the lien but if I am-a tenant, the vendor is 
protected by sending a notice by registered letter to my landlord. There is no 
registration and yet there would be protection, a certain amount of protection, 
under the laws of the province. 

Mr. Fiemine: I would think that the form suggested would adequately take 
account of that situation. The clause as it stands now would not take account 
of the validity of such a lien. Q 

§ Mr. Lesace: I do not want the trustee to be personally responsible because 

he could have no knowledge of the sending of such notice to the landlord by — 
_ registered mail. 

Mr. Fiemine: Well, Mr. Chairman, I think we discussed the point ade- 
quately. We had a long discussion on it the other day. If Mr. Lesage will 
~ move this amendment, I will second it. 

Mr. Lesace: There is no amendment. 

The CuHatrMAN: I believe Mr. MacDonald feels that the trustee would be 
guilty of negligence if he ignored the provisions of the Conditional Sales Act in 
_ Ontario; that is if there was a piece of equipment there with a name plate on it 

giving the name and address of the manufacturer and he did not send out a 
~ notice to that manufacturer before selling that article, he would be guilty of 
negligence, would he not? 

Mr. Beuzite: There is no such provision in the province of Quebec as you 

- have in the Conditional Sales Act in Ontario. 
| Mr. FLEeMInea: Therefore, the proposed amendment would adequately take 
care of that because it says “not registered or not protected against creditors 

under the law of the province”. 

Mr. Lesacre: There is protection for creditors to a certain extent under our 
laws but the trustee cannot be aware of the situation and we cannot therefore 
~ hold him responsible. 

Mr. Fiemine: Well, I stand by my offer. 

The CuatrMaNn: If we cannot persuade Mr. Lesage to move Mr. Fleming’s 

~ amendment, shall the clause carry? 

Mr. Hunter: I think the words “with respect to property” are vague. Does 

- the act mean negligence with respect to his dealing with the property? 

The Cuarrman: Negligence with respect to the sale of the property—for 

instance a piece of equipment with the name plate on it, complying with the 

Ontario Conditional Sales Act, giving the name and address of the manufacturer— 

and a trustee in Ontario seeing that would immediately notify the firm, Should 

he not do so he would be guilty of negligence. 

Mr. Hunter: Then let us say that. 

The CHAIRMAN: That is what this act says. 

Mr. Hunter: I do not think so. 

Mr. Beuzite: Property is defined. 

Mr. Fupmine: We are troubled by the words “with respect”’. 
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Mr. Hunter: I think it is with respect to disposal. . 

The CHatrMAN: Would you prefer the old wording? Would you prefer 
‘with respect to the same’’? | 

Mr. Fueminc: No, there must be a participle in there. 

Mr. Lesace: What if the trustee has goods on hand and allows them to 
perish by negligence? if 

Mr. Hunter: What are you trying to accomplish? Does this mean negli- 
gence with respect to seizure and disposal or is it negligence with respect to the 
actual storing and handling of the property? I would judge from the first part 
of it that it is with respect to seizure and disposal. 

The Witness: I think it would cover both. 

Mr. Fuemine: I think there is a good deal of weight to be given to Mr. 
Hunter’s argument. There is nothing to tie the words “negligence with respect” 
to the property. Could we meet the situation by saying “negligence with respect 
to his duties in relation to the property?” 

Mr. Hunter: Yes, that might do it. 

The Cuarrman: Mr. Hunter moves, and Mr. Fleming seconds, that clause 49 
be amended by adding the following words after the word “respect” in line 44— 
“to his duties in relation’”’. 

Shall the clause carry with that amendment? - 

Carried. 

‘Clauses 52 and 58. Does anyone present know what Mr. Beaudry has in 
mind here. 

The Witness: He had a proposal to make for clearing up a point in further 
favour of the copyright owner, but I do not recall the exact nature of it. 


Mr. Lusaen: It is something to the effect that if an author has had an 
advance of money from a publisher the author should not be asked to give back 
all of the money to the estate should the publisher become bankrupt. The author 
of the book would have worked on the book. and would have a contract with 
the publisher. The publisher would have advanced him a certain amount of 
money against the publication of the book and Mr. Beaudry does not want the 
author to have to pay back the publisher, if he goes bankrupt, a certain amount 
of the advance which has been given. | 

Mr. Fiemine: How can that relate to any of clause 50? 

Mr. Lesace: It relates to clause 52. 

Mr. Fiemine: Oh, I beg your pardon. 


The Wirness: My idea is that the point involves subclause (a) where it 


says that if the work covered by copyright has not been published and put on 


the market at the time of the bankruptcy and no expense has been incurred in 
connection therewith, then it goes back to the author. Mr. Beaudry’s idea was 
that there was some expense which should not be counted there, and notwith- 
standing which it should go back to the author, but he and I had only a casual 
conversation on the matter. 


Mr. Lesace: Mr. Beaudry mentioned something about $500. The mithoe 
himself incurs some expense when dealing with the publisher. Apparently the 
author always incurs some expense and his time is precious and he should keep 
at least $500 of the advance payment. 

The Witness: That was the point perhaps. 

The CuHarrMAN: We might leave the clause stand until the very last 
moment in case Mr. Beaudry can be contacted. 


Mr. Lesacre: He will not be here. 
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The CuatrMan: We come now to clause 107 (3). 

Mr. Hunter: What was the objection here? 

Mr. Lesace: It concerned the personal liability of the trustee. 

The Wirness: It was a question of whether the old section should be re- 
verted to as it lays down definite rules of time and amounts, or whether the 
present flexibility should be adopted. 

Mr. Hunter: I think the objection was that the major creditors might 
disregard some of the smaller creditors. I do not know how practical Mr. 
aes suggestion is—I am not saying that it is impractical; I just do not 

now. 

Mr. Lesace: The superintendent of bankruptcy looks after these matters 
very well. | 

Mr. Fieminc: I cannot say that I have seen any instance of it. 

Mr. Lesacs: I believe that we shall not see it as long as the superintendent 
of bankruptcy keeps his eye on every bankruptcy as he does now. 

The Cuarrman: Shall the clause carry? : ; 

Carried. 

Clause 117 (6), (j), (1), and (0). 

Mr. Lesace: This was the question of income tax returns. 

Mr. Fuemina: Mr. MacDonald was going to draft an amendment. 

The Wirness: I have a note here but I do not know whether you were 
to do the drafting or whether I was to do it. I have not done it but it can be 
done in short order. 

deliver to’ the trustee all books, documents, writings, papers, insurance 
policies, — : 

“Mr. Fiemine: “—inecome tax assessments and copies of income tax re- 
turns—”’. ? 

Mr. Beuzite: Are those not papers, documents, writings, and records? 

Mr. Lesace: They are instruments of torture. 

Mr. Fremine: They are not records. 

Mr. Beuzite: They are writings. 

Mr. Fiemine: You do not: leave out insurance policies, and you might 
also argue that a title deed was a paper. 

Mr. Isnor: I think income tax returns are records. During the standard 
profit period you were asked for your records and with “records” they were 
able to arrive at the position of your standard profit. 

Mr. Hunter: It seems to me that there are already two unnecessary items 
here; one is insurance policies and the other is title deeds. 

The CuatrmMAn: Mr. MacDonald is willing that the words go in but he 
feels that their insertion would weaken the clause. In view of that thought do 
you feel like pressing for it, Mr. Fleming? 

Mr. Fiemine: Does Mr. MacDonald entertain a similar fear because of 
the words insurance policies and title deeds? They are specific things; they are 
not general matters like’ books, records, documents, writings, and papers. 

Mr. Isnor: Insurance policies are quite another item. You may not treat 
them in the same way as records. 

Mr. Fiemina: I think, Mr. Chairman, with all respect to Mr. MacDonald, 
that that is something that ought to be in there. It is in the realm of doubt. 


_ Different members of the committee may have different degrees of doubt about 


it but certainly we are all in agreement that the bankrupt should deliver to 
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the trustee his income tax statements and copies of his income tax returns; and 
there is only doubt, it seems to me, as to whether these things are covered by 
the pertinent subclause, and if so whether we ought to put it in. It could come 
in after the word “papers’”—income tax statements and copies of income tax 
returns. I move it and Mr. Lesage seconds it. 

The CHatrMAN: Mr. MacDonald suggests that the MP yc: should be, 

‘including papers relating to tax records and returns”. 

Mr. Fiemine: All right. , 

The Witness: Might I make a further suggestion, just for comparison; 
if you turn the paragraph around so it will read like this— 

The CHAIRMAN: Don’t go too fast. 

The Wirness: “Deliver to the trustee, all books, records, documents, title 
deeds, writings, insurance policies and papers, including without prejudice to 
the generality of the foregoing, papers relating to tax records and returns.” 

Mr. Hunter: “Without limiting the generality of the foregoing”—why not 
include in those designated things, books, records, documents, insurance policies 
and so on, these tax records and returns. 

The CHairMAN: Mr. Hunter, would you please write that out. What is the 
next subclause, (7)? | 

Mr. Fueminc: What was wrong with (j)? Oh yes, the question was as 
to who was required. It says ‘‘as required”’; and the question was, by whom, 
who has the right to require? 

Mr. Lesage: Anyone who has the right. It is as easy as that. 

The CHAIRMAN: Well then, strike out the words “as required”. 

Mr. Fieminc: It would not have any meaning then. 

Mr. Lesace: Who is to be required to do it? 

Mr. Fiemine: Yes, who would have the right to requirement if we realize 
it in its present form? 

Mr. Beuzite: Oh, the trustee, the inspector, the creditors, the courts. 

The Witness: Yes, beginning at clause 120 with the official receiver. 

Mr. Freminc: What you mean then is this,‘is it not, Mr. MacDonald? 
Submitting himself for examination under oath with respect to his private 
affairs as may be required in accordance with the provisions of this Act; isn’t 
that it? 

Mr. Lesace: How could it be otherwise, Mr. Fleming? 

The CuarkmMan: I do not think you could improve on the wording as it is 
very much. Shall it carry? The other clause provides as to who has the right 
to examine him, and this clause simply puts the obligation on the bankrupt to 
submit to examination. 

Carried. 

The Cuarrman: Next is (l) and (0). 

Mr. Firmine: That is the same thing. 

Mr. Hunter: I would suggest this: ‘“‘deliver to the trustee all books, records, 
documents, writings and papers relating to his property or affairs, and without 
in any way limiting the generality of the foregoing to deliver all title papers, 
insurance policies, income tax statements and returns.” 

The CuainMAN: Would you pass that to me, please? What was the point 
with regard to (Ll) and (0)? 

Mr. Furmine: (1) was as may be required. What was (0)? 

The CierxK: The suggestion was that they should be Joined. 
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| Mr. iasiwe Oh yes, this is linking it up with the one that went before, 
is it not? 
Mr. Lesacn: Yes, to add (0) to (l). 
The CuHairMAN: That adds nothing to the meaning of the Act, it merely 
streamlines it. 
Mr. Lesacn: Yes, that was the proposition, Mr. Chairman. 
; The Cuairman: As this legislation was initiated in the Senate, should we 
_ make any unnecessary amendments? 
: Mr. Hunter: But the point is it may be required—by whom? 
Mr. Fieminea: That is the same point as in (7). 
4 Mr. Lesage: And he wanted to link (0) with (1). 
| The CHAIRMAN: Carried. | 

Mr. Fieminc: What about (b) now. 

The CHAIRMAN: We will have that in a minute. The next is clause 127. 
That is marked carried. 

Mr. Fiemina: No, I think we held that.one over. There was some difference 
of opinion in principle as to whether we should provide in the receiving order 
that an assignment is automatic, or something along that line. 

: Mr. Lesace: And also to provide for the costs of the trustee. If I recall 
~ what Mr. MacDonald told us the rule would be that from now on the fee would 
be fixed for the discharge in favour of the trustee. I discussed it with Mr. 
Cannon and he wanted to be sure that this fee would be paid by the bankrupt 
himself and not out of the estate. That is the point there—the cost of the 
discharge being paid by the bankrupt and not out of the moneys of the estate. 

Mr. Beuzitz: The point raised by Mr. Cannon was that paragraph 4 stated 
that a court may require. 

Mr. Hunver: You could easily have a deposit or guarantee given; the 
bankrupt might be in a position to deposit money, or he might cover it by a 
bond. 

The CHAIRMAN: Can we not pepe. leave that to the discretion of the 
court? 

: Mr. Lxsace: It is quite all right if you do that; but I want to be sure that 
the cost of the discharge would not be paid by_the estate. 

Mr. AsHBOURNE: Can a man carry on business again once he has been 

_ discharged from bankruptcy? 
The Wirness: Yes, after he is discharged. 

The CHAIRMAN: While you are thinking that point over may I now submit 

this amendment to 117 (b): Moved by Mr. Fleming, seconded by Mr. Hunter: 
Deliver to the trustee all books, records, documents, writings and 
papers, including. without restricting the generality of the foregoing, title 
papers, insurance policies, tax records and returns in any way relating to 
his property or affairs, 
Carried. 
! Now, coming to this question of costs in subclause 4 of 127. 
7 Mr. Lxesace: By 127, Mr. MacDonald, the cost of the discharge is not going 
Ee paid out of the money of the estate; am I correct in that interpretation of 
> i 
j The Wirness: It will be under the present clause. 
Mr. Lusace: By the present clause. Then, if we are going to have these 
costs paid by the debtor we will have to make an amendment. 


The Witness: Yes. 
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Mr. Lesace: And then the application of a trustee to proceed with the | 


discharge— 

The Witness: That will have to be amended too. 

Mr. Hunter: Could we do it this way: require the bankrupt to deposit 
such security by way of moneys, sureties or bond as may be satisfactory to the 
trustee? 

The Witness: If he has not got it or cannot give the guarantee, you cannot 
have, I think, a compulsory discharge, or the kind of discharge contemplated by 
clause 127 when it is coming out of the estate. I am not saying that ‘by way of 
argument at the moment for continuing the clause; but that is just the fact. If 
you change the provision whereby it comes out of the esbare, you must change 
the principle of the clause. 


By Mr. Lesage: 


@. Then you will have to ‘fix the fee of the trustee by the rules—A. In ; 


either event. 
Q. By the rules. 


By Mr. Hunter: 


Q. Why do you say that you cannot?—A. Well, what makes section 127 © 


go is the fact that the fee of “ trustee for the discharge comes out of the estate. 
non Qo Oh, Tl see. 


-. By Mr. Ashbourne: 


Q. Could you give us some idea as to tlie number or proportion of Beak 
rupts who obtain their discharge?—A. Yes, we can do ae for you in just a 
moment. 


“Be the Ch naeas. 


Q. And what is the cost you are talking about?—A. We estimated last sa j 


that it might be $75 but I believe Mr. Lesage thought that was a little low. 

Mr. Bennerr: Are there many more clauses remaining? 

The CuairmMan: Not very many, but they will take a little time, Under 
ate subclause (4) the amount we are talking about is $75 and we have to weigh 
the benefits on one. side offered through the cost of the automatic application of 
the discharge coming out of the estate. 

Mr. BewziuE: I think it is all right. I think this automatic feature should 
deserve consideration. The judge may decide that the required sums should be 
‘paid by the debtor. By subclause (4) we get an automatic way of paying for a 
discharge and then if the trustee thinks that no such funds are available he may 
apply to the court. 

~ The Cuarrman: Should we carry the clause? 


Mr. Beuziue: Yes. 
Carried. | 
Mr. Fiemina: I have doubts about the wisdom of this provision concerning 


automatic application. I think it may end up with a considerable number of ] 


these applications cluttering ‘the business of the court. ‘It seems to me that if a 


bankrupt is not sufficiently interested in applying for his own discharge, there is 4 


no reason why the trustee should be put to the trouble of performing that service 
for him. I am not going to move an amendment, but I hope I shall be proven 
to be wrong through experience. I think this is Just a lot of mollycoddling a 
bankrupt. | ! 
The CHatrman: Carried, on division. 
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Mr. AsHBouRNE: Do you not think it would add a certain degree of finality 
to the thing? That was the observation I would make. 


The CHAIRMAN: Clause 135 (1) (c). 


Mr. Fiemine: The question of affiliation. Mr. MacDonald was going to 
draft an amendment I think. 


The CuarrMan: Any debt or lability for maintenance for the support of a 
wife or child. 

Mr. Lesace: There was an amendment I believe. 

The CHarrMAN: Whether under private contract or court order. 


Mr. Fiemine: I think you should mention an affiliation order specifically 
as well. 


The CuHarrMAN: Either that or put in a definition to mean that a child shall 
mean an adopted child as well as a natural child. 


By Mr. Isnor: | 
Q. Is it not recognized that way these days?—A. Not generally. 
Mr. Hunter: What is the point? 
, Mr. Isnor: A child: other than one which has been mentioned. Suppose 
I adopt a child, is he recognized? 

Mr. Beuzite: If you adopt a child in court, that child has all the right of a 
legal or ordinary child. 
. Mr. Freminc: The difficulty is not that of an adopted child here, but rather 
q of a child whose father is not the husband of his mother. 
; 


By Mr. Lesage: 
Q. A common law wife, or something like that.—A. ‘Any debt or liability 

under a maintenance or affiliation order or under a contract”. Suppose we say 
“agreement”, or under an agreement for maintenance and support of a spouse 
; or child living apart from the bankrupt”. A spouse might conceivably be the wife. 
a The CHarrMAN: Is that agreed? : 
. Carried. 
| Mr. Lesace: Now, as far as grocers and butchers and suppliers of necessities 
| of life are concerned in the same clause 135, we have suggested that subclause (d) 
of clause 147 (1) of the old Act be restored. But the chairman had an objection. 
He said that at times it happened that doctors’ and hospital bills might be 
incurred amounting to thousands of dollars. I have here an amendment which 
would distinguish between goods and services. I refer on the page opposite page 84, 
. to section 147 (1) (d) of the present Act and follow “from any debt or 
hability. ...” 

Mr. Fiemine: You do not want the words “from any debt”. 
Mr. Lesace: No. I shall add something. 

from any debt or liability 
. and then I aeld: 
for goods supplied as necessaries of life, and the court may make such 
order for payment thereof as it deems just and expedient. 
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Mr. Bennett: Mr. Fleming means in the new bill. 
| Mr. Lesage: Oh yes, of course. 
Mr. Hunter: Would it not be a little too broad? It would include coal, 
for instance? 
Mr. Lesage: Yes, goods supplied as necessaries of life. 
Mr. Fiemine: You are retaining part of the provisions of the present Act? 
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Mr. Lusace: Yes, excluding “services” but keeping “goods”. 

Mr. Fiemine: I think that is a good idea. 3 

The CuHairman: The amendment is moved by Mr. Lesage and seconded by 
Mr. Fleming that clause 135 be amended by adding thereto subclause (f) “any 
debt or liability for goods supplied as necessaries of life’’. 

Mr. Lesace: “And the court may make such order for payment thereof as 
it deems just and expedient’. 

The CuartrMan: I do not understand those last words. 

Mr. Fiemine: Oh, they are in the present Act. 

Mr. Lusace: Yes, they are in the present Act. 

Mr. Fiemine: If a bankrupt apply for his discharge, the order apart from 
such provision would not make any provision for the debt or liability for goods 
supplied as necessaries such as payment to the butcher, baker and the candle- 
stick maker. They would have to start proceedings all over again in order to 
get a judgment against the debtor. Now you have the parties before the court 
and the judge in bankruptcy can say: “All right. Before I give you your order 
of discharge from bankruptcy I want you to pay your butcher, baker and 
the candlestick maker and so on. I am going to order you to pay those debts, 
for example, at the rate of $15 a month.” 

Mr. Lesace: That is exactly what they do. 

The CHAIRMAN: Will you read it again? 

ve LesaGe: They are already recited, Mr. Chairman, on the page opposite 
page 84. 

Mr. Fiemine: At the very bottom of the page, paragraph (d). 

The Cuatrman: “And the court may make such order for payment thereof 
as it deems just and expedient”. : 

Mr. Hunter: I have never seen that done. 

Mr. Fiemine: I do not think it has been done very often in Toronto. 

Mr. Lesace: Oh, I have done it myself for a creditor, for a grocer. 

The CHAiRMAN: What is the next clause to be dealt with. 

The Cuprk: The next one is clause 153. 

Mr. Bennett: You will notice there was already a paragraph (f) there. 
You stated the new paragraph would be (f). 

The CuarrMan: Oh, it will be (g). Thank you. Now, you say clause 153? 

The CierK: Yes, clause 153. 

Mr. Fremine: I think we agreed on an amendment to this effect: that the 
appeal was to operate to the extent to which the judge ordered in a case where 
he ordered ‘a stay in part but not as to all. | 

The Wrirness: I was under the impression that the committee had settled 
the words. This is clause 153? 

The CuamrMaNn: I had it marked as carried. 

The Witness: “An appeal to the Supreme Court of ‘Canada: shall not oper- 
ate as a stay of proceedings unless and to the extent that the judge who grants 
leave to appeal so orders”. 


- Mr. Lesace: It was left over not so much on that account but because it 


had not been agreed upon. Mr. Cannon asked Mr: MacDonald what was the 
situation as far as security for costs was concerned under the new wording. 

Mr: Isnor: I would move, seconded by Mr. Ashbourne that clause 25 be 
amended in the twentieth line by inserting before the word “farming” the word 
“fishing”. | 
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The Cuarrman: Are you ready for the question? 

Mr. Firemine: That comes in after the word “solely”. | 

The CHAIRMAN: Yes. 

Mr. Hunter: How does it read now? 

Mr. Fiemine: “in fishing, in farming’. 

Mr. Bennerr: I do not like to oppose Mr. Isnor but I do not know why 
he should pick out fishermen. 

Mr. Isnor: Why pick out the farmer? 


Mr. Firemine: I do not recall the discussion on this before. Could Mr. 
MacDonald give us a short comment on it? 


The Wirness: The only comment that I made this morning was to say, 
Mr. Fleming, that I was of the opinion that it was a slight advantage to the 
farmer to be in clause 25; an advantage very difficult of appraisal; that as to 
the fisherman he could be put in as far as the mechanics go but as to the policy 
of putting him in that was not a matter in which I could be of very much as- 
sistance. 

Mr. Benner: For instance, there are fairly large firms engaged in fish- 
ing, who operate three and four tugs. ; 

Mr. Hunter: Some of them operate dozens of boats, 

Mr. Bennett: That is right. They might be exempt. 

Mr. Hunter: I mean if you made one exception and it is a major ex- 
ception—I should think we should be very chary of broadening it. I would like 
to insert “lawyers”. 

The CHarrMANn: I do not like to do this but I think we had better let this 
clause stand. 

Clause 156 (a), can we agree on that subclause? 

Mr. Lesacn: It was proposed that the words in line 2, “refuses, or ne- 
glects” would be replaced by “without reasonable cause”. 

The CuarrmMan: “fails without reasonable cause” and subclause (d), do 
we agree on “makes a false entry or knowingly makes an omission”. 

Mr. Lesace: When we let subclause (a) stand, it was because it refers to 
: clause 117 which was left over. 

. Mr. Fiemine: I thought we had disposed of all these points. 
’ Mr. Lesace: That is what we did; we disposed of all except the amend- 
ments we are mentioning now, that is right. 

The CHarrMAN: Then clause 156 is carried as amended? 

Carried. 

The CuarrMan: Clause 163, subclause 4, that is the attorney-general’s 

clause. 

| Mr. Lesace: I move that subclause 4 be deleted. 
; Mr. Fueminc: Is Mr. MacDonald going to be very disappointed if that 
course is followed? 

The Wrirness: I understood that you had an alternative suggestion, Mr. 
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Lesage? 
Mr. Lesace: I have two. 
The Wirness: Which was to insert a disjunctive? 


Mr. Lesace: One, I would say in line 23 “the trustee shall initiate such 
proceedings and send or cause” and my other suggestion would be “or send or 
cause’. 
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The Wirness: I think the “or” ties it in more fittingly with clause 8, sub- 
clause 13, on page 12. : 
Mr. een: Mr. Cannon strongly believes that if we put “or” there certain 


trustees will say ‘I have sent it to the attorney general’s dejaenee and am 


waiting for the answer.” 

Mr. Fireminc: And he will have satisfied the clause? 

Mr. Lesacn: Yes, that is the objection to it. 

Mr. Hunter: I think it is quite a good objection. 

Mr. Lesage: And if we put “and”, then my objection is we are putting a 
burden on the trustee who has to proceed all by himself to do something which 
is not necessary. 

Mr. Fuemina: All he is doing is sending copies. 

Mr. Huntsr: No, he institutes proceedings. 

Mr. Lesace: I mean the additional burden. 

Mr. Fuemine: Well, what is that? 

Mr. Lesace: Well, you have to pay for that. 

The CuHairMAN: Then, give him the option and let him take a choice. 

Mr. Lesace: Yes, but the objection then is— | 
a CHAIRMAN: You cannot have it both ways. “Shall initiate and shall 
sen ”) a ; 

- Mr. Lesace: I do not like it. 

Mr. Fuemine: Will Mr. MacDonald come up with the answer that is going 
to solve all our problems?’ 

The Witness: What is the suggestion, Mr. Lesage? ‘‘Where a trustee is 
authorized or directed by the creditors, the inspectors or the courts to initiate 
proceedings against any person believed to have committed an offence, the 
trustee shall send or cause to be sent” . 

Mr. Lesace: “shall initiate such proceedings” and then saute it ‘be “and” 
or “or? That is why my first proposition was to delete the subclause entirely 
because then we will not have the problem and, moreover, we do not have it in 
the present Act. 

Mr. Bennett: May I ask a question, Mr. Chairman? If the proceedings are 
_ initiated by way of indictment the trustee lays the information, and then the 
crown attorney carries on, or if the crown attorney does not think he has a good 
case, he will not carry on. Is that it? 

Mr. Lesace: In the province of Quebec he will not carry on. 


Mr. BENNETT: Why should he lay the information if the trustee thinks he 
has not a good case? 


Mr. Lusace: Because he is instructed by the court, or the inspectors he has 
to proceed. 


Mr. Hunrer: All he has to do is to lay an information or a complaint. 


Mr. Lusace: I am safe in saying that when he is instructed to lay an infor- 
mation against anybody or take an indictment, he nae been receiving advice 
from an attorney,—that is the usual practice. 


The Cuarrman: Would you please make up your mind? 
Mr. Lesace: Mr. MacDonald is studying the matter. 
The Wirness: Of course, I favour it as it is. 

Mr. Lusace: Well I told you that as it is— 


Mr. Bennett: I do not see the object of the clause in view of clause 8, sub- 
clause 13. 
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Mr. Lesace: That is why I wanted to delete it. 
Mr. Beuzitz: The real thing is to have the attorney general or the crown 


- take up the proceedings. 


Mr. Bennett: They should do that anyway. 

Mr. Beuzitz: They will not do it in the province of Quebec. 

Mr. Fuemina: Would this meet the situation where you are not wanting to 
relieve the trustee of proceedings that have been directed by the creditors, by 
the inspectors, or by the court to be taken. Could we not change these words 
that where the trustee has initiated proceedings in accordance with the authoriza- 
tion of the creditors, inspectors or the court against any person believed to have 
committed an offence, the trustee shall do so and that where the trustee has been 
directed to take proceedings, he will take them, and when he has initiated them, 
he will send copies of the papers to the crown attorney. 


Mr. Lesace: That would fit our position but it would not fit the case when 
the crown attorney is ready to go on from the beginning. ' 

Mr. Hunter: Surely you have to furnish the crown attorney with all this 
information anyway. What is he going to base his charge on if he doesn’t get it? 

The CHarrMAN: Mr. MacDonald has reached a decision. He will accept 
the “and” amendment. | 

Mr. Lesace: So in either case the trustee will have to send copies of the 
resolution. . 


The CHARMAN: And the amendment will be in line 23 after the word 
trustee “shall initiate such proceedings and”. 

Mr. Lesace: So in every case where the trustee is authorized to initiate pro- 
ceedings he will have to go on and then he sends a copy to the crown attorney 
or attorney general. 

Mr. Bennett: Should not clause 8, subclause 13 be amended to read that 
the trustee “shall”? It says “may”. That is on page 12. 

The Witness: I think that is only set out there as completing, as rounding 
out, the duties of the trustee.. In this clause we are getting into the actual 
mechanics. 


Mr. Brennetr: I agree except that subclause 10 above says “‘the trustee 
shall,” subclause 11 says. “may” and subclause 13 says ‘‘may” the heading of 
clause 8 reads “Duties and Powers of Trustees”. 


Mr. Lesace: I will give you an example, Mr. Bennett. Suppose that the 
inspectors are together, and as happened in a case in Montreal recently—it was 
a case of conspiracy or something arising out of a bankruptcy, and the 
inspectors looked at the records and decided that the bankrupt should be 
prosecuted. It was a very important matter and they directed the trustee 
to report in an. interview to one of the crown attorneys. The crown attorney 
reports to the attorney general and says “we must proceed in this” and they 
decide to proceed right away. Now, the inspectors do not have to authorize 
the trustee to take these criminal proceedings. If you know the distinction 
I am making here, it is covered by the last subclause of: clause 163 by “and”, 
There is a difference between power to do and doing something and the obligation 
of doing it. You give him the power to do it in subclause 13 of clause (8), and 
we place on him by clause 163(4) the obligation of doing it when he is so 
directed by the creditors, the court or the inspectors. 


The CHaAtrRMAN: Are you content, Mr. Bennett? 
Mr. BENNETT: All right. 
The CuHarrMan: Mr. Isnor would you move your amendment now? 


Mr. Fremine: I think Mr. Isnor’s amendment raises a larger question 
which concerns the word “persons” in clause 25. The definition of “person” in 
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clause 2, subclause (m) includes a partnership, an unincorporated association, x 
a corporation, and so forth. I presume there might be, theoretically, corporations 
engaged exclusively in the business of farming or tilling the soil. There could 
also be corporations engaged in fishing. I do not think Mr. Isnor’s intention 
is that corporations engaged in fishing should come within the provision of this 
clause. It seems to me there are no reasons for including corporations engaged 
in farming. I think we ought to change the word “person” to make it quite 
clear that it applies to natural persons. 
Mr. Lesage: “Individuals”. 
Mr. Fuemine: If we could change the word ‘persons” to ‘‘individuals” 
I would be quite prepared to support Mr. Isnor’s amendment. 
Mr: Isnor: Your thought would be to change “persons” to “individuals”. 
Mr. Fiemine: Yes, wherever it appears in this clause. f 
Mr. Ricuarp (Gloucester): Would a corporation engage in farming? 
Mr. Fiemine: Theoretically a corporation could be engaged exclusively in 
~farming. 3 
Mr. Ricuarp (Gloucester): Would they fall within this clause then? 
Mr. Fiemine: Yes. 


Mr. Ricuarp (Gloucester): Do you think that it should be the intention to 
include them? 

Mr. Fueminec: I think that regardless of whether we adopt Mr. Isnor’s 
amendment or not we should change the word “persons” to “individuals”. 

Mr. Isnor: I think the last few lines make it quite clear where it says “who 
does not on his own account carry on business”, 

The CHarrMAN: Shall we hear from the superintendent in regard to this 
clause? 

The Witness: I have pretty well exhausted what I can say snout: this. 
Personally, if fishing were put in, it would have to be limited very carefully to 
the case of an individual engaged in fishing. I do not remember any cases, 
looking at the practical aspect, where fishermen have been placed in bankruptcy. 
The collective memory of the office is that the records do not disclose a single 
case in the last five years. 


Mr. Isnor: Then, summing up, you could say that (ior will be no danger 
as a result of the amendment. 

Mr. Hunter: What about logging, timbering, and mining? 

Mr. Ricuarp (Gloucester): Why do you make an exception for the farmer 
and exclude everybody else? I think the proper thing would be to say farmers, | 
fishermen, and workmen whose net income does not exceed $2,500. Then you 
are not treating the farmer in a preferential way. The Fenn income may 
be unlimited and yet he has a priority over workmen. 

Mr. Hunter: I do not know the basic reason for the farmers being 
exempted? 

Mr. Bruzive: Because he is otherwise protected by the Farmers’ Creditors’ 
Arrangement Act. 


Mr. Fieminc: There was a specific reason given in the earlier discussion, 
but it was mentioned that we have the Farmers’ Creditors’ Arrangement Act. 

The CHatrman: The farmer is dependent upon weather conditions, PCr 
conditions, and all that sort of thing. 


Mr. RicHaArp (Gloucester): So is the fishermen; but he braves far more 
weather than does the farmer. 


The CuatrMan: You are quite right about that but if you do not leave the 
farm to the the farmer he never makes a recovery. 
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Mr. RicHArp (Gloucester): We have been courting the farmer for too long. 
‘The Cuarrman: There are no records of fishermen having been thrown 
into bankruptcy. I have fishermen in my riding and I know something about 
the inland fishing industry. A little port in my riding ships over $100,000 worth 
of fish each year to the United States. 

Mr. Ricuarp (Gloucester): What do you think of my suggestion of “farmer, 
fishermen, and workmen, whose income does not exceed $2,500—” 

Mr. FLteminc: You have it there now? | 

Mr. Ricuarp (Gloucester): We have workmen but the farmer is not 
included? — 

The CuHatRMAN: Well I shall put the amendment. 

Mr. Fiemine: Do you mind if I first put my amendment. I think you 
need it to get support for Mr. Isnor’s motion. If Mr. MacDonald does not see 
any reason to the contrary, I would move that we change the word “persons” 
in line 20 to “individuals” and in line 21 change the word “person” to 
“individual”. | 

Mr. Ricuarp (Gloucester): As I look at the point the farmer earns his 
living by working and I do not see why he should have an unlimited income 
and not be petitioned into bankruptcy. A workman, if he earns over $2,500 
may be petitioned, and also that applies to the fisherman. 

The CHarrMAN: All those in favour of the amendment stiikihe out the 
word “persons” in line 20 and substituting in lieu therefor the word “individuals”, 
and striking out the word “person” in line 21 and substituting in lieu therefor 
the word “individual”. 

Carried. 

Mr. Hunter: I wonder if I could get the reason for the farmer being 
exempted. Somebody said that it was because of the Farmers’ Creditors’ 
Arrangement Act but that is not so. The Farmers’ Creditors’ Arrangement Act 
was passed long after the Bankruptcy Act. Was it decided to exempt the 
farmer out of sympathy for him and the perils of his task? 


The Witness: I could not find any enlightenment on the matter. 


Mr. Fieminc: Perhaps one of the reasons was that he was not originally 
included in the groups which pay income tax? 


The CHatrRMAN: In the absence of any information on the point I am 
going to put Mr. Isnor’s amendment. It is moved by Mr. Isnor, seconded by 
Mr. Ashbourne, that clause 25 be amended by adding the word “fishing” after 
the word “in” in line 20. The amended clause would read “engaged solely in 
fishing, farming, or the tillage of the soil—’. Shall the amendment carry? 


Carried. 

Shall Clause 2 carry? 

Carried. 

Shall the title carry? 

Carried. 

Shall I report the bill? 

Carried. 

Mr. Beuzi#: I have just one comment to make. There is a special provision 


in the Bank Act to the effect that the Bank Act shall be revised every ten years. 
Has such provision ever been. considered with respect to the Bankruptcy Act? 


The Wrrnegss: No. 
Mr. Beuzite: Would it be of any advantage? 
The Wirnsss: No. 
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The CuarrMAN: The conditions are not comparable. 

Mr. Lesace: We should thank Mr. MacDonald and Mr. Larose for their 
very kind co-operation. 

Mr. Fiemine: And we should thank the chairman of the pecan even for 


the able way in which he has handled the proceedings. Those remarks should 
also apply to the vice-chairman and to the clerk. 


APPENDIX H. 


Extract from Minutes of the Proceedings of the Senate of Canada, Tuesday, 
6th December, 1949, at page 296: 
Pursuant to the Order of the Day, the Senate npekeeed to the 


consideration of the amendments: made by the House of Commons to 
the Bill (F), intituled: ‘An Act respecting Bankruptcy”. 


The said amendments were concurred in. 
Ordered. That a message be sent to the House of Comendee to 


acquaint that House that the Senate have agreed to the amendments made 
by the House of Commons to this Bill, without any amendment. 
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MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 1 


Including verbatim evidence taken in relation to 
Bill No. 268 (Letter W-8 of the Senate), “An Act to amend the Foreign Insurance 
Companies Act, 1932”. 


Bill No. 269 (Letter X-8 of the Senate), “An Act to amend The Canadian and British 
Insurance Companies Act, 1932”. 


Bill No. 307 (Letter F-10 of the Senate), “An Aict to amend the Trust Companies 
Act”, 


Bill No. 308 (Letter J-10 of the Senate), “An Act to amend the Loan Companies 
Act”, 


TUESDAY, MAY 2, 1950 
THURSDAY, MAY 25, 1950 
WEDNESDAY, JUNE 14, 1950 
THURSDAY, JUNE 15, 1950 
TUESDAY, JUNE 20, 1950 


WITNESSES: 


Mr. R. W. Warwick and Mr. K. R. MacGregor, respectively Superintendent 
and Associate Superintendent of Insurance; 

Mr. D. K. MacTavish, Counsel for the Canadian Life Insurance Oa 
Association ; 

Mr. J. E. Coyne, Deputy Governor of the Bank of Canada; 

Mr. L. G. Goodenough, Counsel for the Dominion Mortgage and Investment 
Association, and also representing the Trus sociation 
of Ontario. 


OTTAWA 
EDMOND CLOUTIER, C.M.G. 


ORDERS OF REFERENCE 
Turspay, February 28, 1950. 


Resolved,—That the following members do compose the Standing Committee 
‘on Banking and Commerce: 


| Messrs.: 

_ Adamson Fournier (Maisonneuve- Macnaughton 

Argue Rosemont) Macdonnell (Greenwood) 
: Arsenault Fraser Maybank 

_ Ashbourne Fulford ) Picard 

Beaudry Fulton | Prudham 

 Belzile Gibson (Comoz- Quelch 

_ Benidickson Alberni) Richard (Gloucester) 

_ Bennett Gour (Russell) Richard (Ottawa East) 

_ Blackmore _ Harkness Riley 

_ Bradette Harris (Danforth) Sinclair | 

- Breithaupt Hellyer Smith (Queens-Shelburne) 
~ Brooks Helme Smith (York North) 

~ Cannon Hunter Smith (Moose Mountain) 
_ Cleaver Isnor Stewart (Winnipeg North) 
Coté (St-Jean-Iberville- Laing Thatcher 

_ Napierville) Lesage Weaver 

Dumas Low | White (Hastings- 

_ Fleming Maltais Peterborough)—850. 

| (Quorum 15) 


Ordered,—That the Standing Committee on Banking and Commerce be 
empowered to examine and inquire into all such matters and things as may 
be referred to them by the House; and to report from time to time their 
- observations and opinions thereon; with power to send for persons, papers 
- and records. 


Turspay, April 18, 1950. 


Ordered,—That the following bill be referred to the said Committee:—Bill 
No. 55 (Letter E of the Senate), intituled: “An Act respecting The Limit- 
_ holders’ Mutual Insurance Company.” 


Fripay, April 21, 1950. 


4 

‘ 

y Ordered,—That the name of Mr. Byrne be substituted for that of Mr. 
_ Laing on the said Committee. 

a 

| 


Tugspay, May 2, 1950. 


Ordered,—That the quorum of the said Committee be reduced from 15 
~ to 10 members and that paragraph (d), Section (1) of Standing Order 63 
be suspended in relation thereto. 


Ordered,—That the said Committee be granted leave to sit while the House 
is sitting. 
1 
65167—13 


2 STANDING COMMITTEE ON 
TUESDAY, May 16, 1950. 
Ordered,—That the following Bills be referred to the said Committee:— 


Bill No. 205 (Letter K-4 of the Senate), intituled: An Act to incorporate 
United Security Insurance Company”. 


Bill No. 207 (Letter K-5 of the Senate), intituled: “An Act to incorporate 
The Canadian Commerce Insurance Company”. 


Bill No. 208 (Letter A-6 of the Senate), intituled: “An Act to incorporate 
Saskatchewan Mutual Insurance Company”. 


Monpay, June 12, 1950. 
Ordered,—That the following Bills be referred to the said Committee, viz: 


Bill No. 268 (Letter W-8 of the Senate), intituled: “An Act to amend 
The Foreign Insurance Companies Act, 1932”. 


Bill No. 269 (Letter X-8 of the Senate), intituled ‘““An Act to amend The 
Canadian and British Insurance Companies Act, 1932”. | 


WepNEspAyY, June 14, 1950, 


Ordered,—That the said Committee be empowered to print from day to 
day 500 copies in English and 200 copies in French of its Minutes of Pro- 
ceedings and Evidence. 


| Tuurspay, June 15, 1950. 
. Ordered,—That the following Bills be referred to the said Committee, viz: 
Bill No. 307 (Letter F-10 of the Senate), intituled: “An Act to amend the 
Trust Companies Act”. 
: Bill No. 308 (Letter J-10 of the Senate), intituled: “An Act to amend the 
Loan Companies Act”. 


Attest. 
LEON J. RAYMOND, 
Clerk of the House. 
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MINUTES OF PROCEEDINGS 


House or Commons, 


Turspay, May 2, 1950. 


The Standing Committee on Banking and Commerce met at 10.30 o’clock 
a.m. Mr. Hughes Cleaver, Chairman, presided. 


Members present: Messrs. Ashbourne, Breithaupt, Cannon, Cleaver, Dumas, 
- Helme, Low, Macdonnell (Greenwood), Macnaughton, Quelch, Richard (Ottawa 
East), Smith (Queens-Shelburne), Smith (North York), Smith (Moose Moun- 
_ tain), Weaver. 

. 

2 

L 

. 
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In attendance: Mr. R. W. Warwick, Superintendent of Insurance. 


On motion of Mr. Macnaughton: 


Resolved: That the Committee recommend that its quorum be reduced 
from 15 to 10 members. 


On motion of Mr. Dumas: 
Resolved: That the Committee ask permission to sit while the House is 
sitting. 


2 The Committee then considered clause by clause Bill No. 55 (Letter E of 
the Senate): “An Act respecting Limitholders’ Mutual Insurance Company.” 


Mr. Cannon, on behalf of Mr. Lesage explained the bill and Mr. Warwick, 
Superintendent of Insurance, Department of Finance was questioned in relation 
to the said bill. 


The preamble, Sections 1 and 2 and the Title were severally adopted and the 
Bill ordered to be reported to the House. 


At 10.55 o’clock a.m. the Committee adjourned to the call of the Chair. 


(No verbatim report of evidence taken.) 


-Tuurspay, May 25, 1950. 


The Standing Committee on Banking and Commerce met at 10:30 o’clock 
_ am. Mr. Cleaver, the Chairman, presided. 


Members present : Messrs. Adamson, Ashbourne, Cleaver, Dumas, Fleming, 
- Fraser, Fulford, Gour (Russell), Hellyer, Hunter, Lesage, Quelch, Sinclair, Smith 
4 (York North), Smith (Moose Mountain). 
A 


In attendance: Mr. Dickey, M.P., Sponsor of Bill No. 205, and Mr. H. A. 
Aylen, K.C., Parliamentary Agent; Mr. Merrill Desbrisay, K.C., (Toronto), and 
Mr. J. B. Beckett, respectively Solicitor and Parliamentary Agent for Bill 
No. 207; Mr. R. C. Merriam acting for Mr. D. K. MacTavish, K.C., Parliamen- 
_ tary Agent, re: Bill No. 208; and Mr. R. W. Warwick, Sup’t of Insurance. 


3 
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The following Bills were severally considered clause by clause and adopted 
without amendment: | 
Bill No. 205 (Letter K-4 of the Senate), An Act to incorporate United 
Security Company. 


Ne 


Bill No. 207 (Letter K-5 of the Senate), An Act to incorporate The ‘ 


Canadian Commerce Insurance Company. 
Bill No. 208 (Letter A-6 of the Senate), An Act to incorporate Saskatch- 
ewan Mutual Insurance Company. 


At 11:00 o’clock a.m., the Committee adjourned to the call of the Chair. 


(No verbatim report of evidence taken.) 


WEDNESDAY, June 14, 1950. 


The Standing Committee on Banking and Commerce met at 10.00 a.m. 
The Chairman, Mr. Hughes Cleaver, presided. 


Members present: Messrs. Ashbourne, Bennett, Bradette, Byrne, Cannon, 
Cleaver, Dumas, Fulford, Gibson, Gour (Russell), Harris (Danforth), Helme, 


Ss 


Hellyer, Hunter, Lesage, Low, Macdonnell ( Greenwood), Macnaughton, Sinclair, 


smith (Queens- Shelburne), Thatcher, Weaver. 
In attendance: Mr. R. W. Warwick and Mr. K. R. MacGregor, ess 


Superintendent and Associate Superintendent of Insurance; and the following 


Officers of the Canadian Life Insurance Officers Association: Mr. H. L. Guy, — 


(Mutual Life of Canada), past President of the Association; Mr. R. H. Reid, 
Vice-President and Managing Director, London Life Insurance Company; Mr. 
D. K. MacTavish, K.C., Mr. J. A. Tuck, Counsels for the Association. 


On motion of Mr. Hunter, it was 
Resolved, That the Committee ask permission to a from day to day 500 


copies in English and 200 copies in French of its Minutes of Proceedings and 
Evidence. 


The Committee considered, clause by clause, Bill No. 269 (Letter X-8 of 
the Senate), An Act to amend The Canadian and British Insurance Companies 
Act, 1932. 


Clauses 1 to 8, both inclusive, and clauses 10 to 42, both inclusive, were 
severally agreed to. 


On motion of Mr. Hellyer, it was 

Resolved, That clause 9 and the Schedule to the said Bill stand until the 
Committee could question Mr. Graham Towers, Governor of the Bank of Canada, 
Mr. J. E. Coyne, Deputy Governor or Dr. W. C. Clark, Deputy Minister of 
Finance, on the terms of the said clause and Schedule. 


The Committee then considered, clause by clause, Bill No. 268 (Letter W-8 — 


of the Senate), An Act to amend The ogi Insurance Companies Act, 1932. 


Clauses 1 to 22, both inclusive, he severally agreed to and the Schedule to 
the Bill was allowed to stand until such time as one of the gentlemen named 
in the above Resolution of Mr. Hellyer, appear before the Committee. 


Mr. Warwick and Mr. MacGregor were questioned on the various clauses — 


of the two Bills. 
At 12.30 a.m., the Committee adjourned to meet again at 5.30 p.m. 
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AFTERNOON SESSION 


The Committee resumed at 5.30 p.m. The Chairman Mr. Hughes Cleaver, 
presided. 


Members present: Messrs. Adamson, Ashbourne, Byrne, Cannon, Cleaver, 
Dumas Fleming, Fraser, Hellyer, Hunter, Macdonnell (Greenwood), Mac- 
naughton, Prudham, Weaver. 


In attendance: The same persons as are-named at the morning sitting and, 
in addition, Mr. J. E. Coyne, Deputy Governor of the Bank of Canada. 


The Committee resumed consideration of Bills Nos. 268 and 269. 
Mr. Coyne was called, questioned and retired. 
Mr. MacGregor answered a few questions. 


At 5.50, the Committee adjourned to meet again at 11.30 a.m., Thursday, 
June 15, 1950. 


THurspAY, June 16, 1950. 


The Standing Committee on Banking and Commerce met at 11.80 a.m. The 
Chairman, Mr. Hughes Cleaver, presided. 


Members present: Messrs. Adamson, Ashbourne, Byrne, Cannon, Cleaver, 
Dumas, Gibson, Hellyer, Hunter, Lesage, Low, Macdonnell (Greenwood), Mac- 
naughton, Prudham, Quelch, Richard (Ottawa Hast), Weaver. 


In Attendance: Messrs. R. W. Warwick and K. R. MacGregor, respectively 
Superintendent and Associate Superintendent of Insurance; Mr. H. L. Guy, 
(Mutual Life of Canada), Past President, Canadian Life Insurance Officers 
Association. 


The Committee resumed consideration of Bill No. 269 (Letter X-8 of the 
_ Senate), An Act to amend The Canadian and British Insurance (Companies Act, 
1932. 


Messrs. Warwick and MacGregor were called and questioned in relation 
to clause 9 of the said Bill. 


Clause 9 and the Schedule were severally agreed to. 


The Preamble and the Title of the Bill were severally agreed to and the 
Bill ordered to be reported to the House without amendment. 


The Committee then considered Bill No. 268 (Letter W-8 of the Senate), 
An Act to amend The Foreign Insurance Companies Act, 1982. 


The Schedule of the said Bill was agreed to. 


The Preamble and the Title of the Bill were severally agreed to and the 
said Bill ordered to be reported to the House without amendment. 


The Chairman informed the Members that the following Bills had just 
been referred to the Committee for consideration: 

Bill No. 307 (Letter F-10 of the Senate), An Act to amend The Trust 
Companies Act. 

Bill No. 308 (Letter J-10 of the Senate), An Act to amend The Loan Com- 
panies Act. 
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After some discussion, it was agreed that the interested parties should be 
notified before proceeding with the study of the said Bills. 


At 12.00 o’clock noon, the Committee adjourned to meet again at 11.30, 
Tuesday, June 20, 1950. : | 


Tusspay, June 20, 1950. 


The Standing Committee on Banking and Commerce met at 11.80 o’clock 
am. The Chairman, Mr. Hughes Cleaver, presided. 


Members present: Messrs. Adamson, Ashbourne, Bennett, Breithaupt, 
Cleaver, Dumas, Fleming, Fraser, Helme, Hellyer, Macdonnell (Greenwood), 
Macnaughton, Quelch, Richard (Ottawa Hast), Riley, Smith (Queens-Shelburne). 

In attendance: Mr. R. W. Warwick and Mr. K. R. MacGregor, respectively 
Superintendent and Associate Superintendent of Insurance; Mr. L. G. Good- 
enough, Toronto, Counsel for the Dominion Mortgage and Investment Associa- 
tion and also representing the Trust Companies Association of Ontario; Mr. 
Jules E. Fortin, Toronto, Ont., Secretary Treasurer of the Dominion Mortgage 
and Investment Association; Mr. C. N. Bissett, the Eastern Trust Company, 
Montreal; Mr. E. L. Parent, the Guaranty Trusty Company, Montreal, Que. 


The Committee had before it for consideration the following bills: 

Bill No. 307 (Letter F10 of the Senate), An Act to amend the Trust Com- 
panies Act; and ans 

Bill No. 308 (Letter J10 of the Senate), An Act to amend the Loan Com- 
panies Act. 


Mr. Warwick was invited to make a general statement on Bill No. 307 and 
Mr. MacGregor was questioned on the various clauses of the said Bill. 


Mr. Goodenough was called, heard and: retired. 


Clauses 1 to 12, both inclusive, the Preamble and the Title of the Bill were 
severally agreed to and the said Bill ordered to be reported without amendment. 


Bill No. 308 was thereafter considered clause by clause. 
Mr. Warwick and Mr. MacGregor were questioned thereon. 


Clauses 1 to 11, both inclusive, the Preamble and the Title of the said Bull 
were severally agreed to and the said Bill ordered to be reported without 
amendment, 


At 12.10 o’clock p.m. the Committee adjourned to the call of the Chair. 


ANTOINE CHASSE 
Clerk of the Committee. 
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REPORTS TO THE HOUSE 


Turspay, May 2, 1950. 


3 The Standing Committee on Banking and Commerce begs leave to present 
— the following as a 


First Report 


Your Committee recommends:— 


1. That its quorum be reduced from 15 to 10 members and that paragraph 
(d), Section (1) of Standing Order 63 be suspended in relation thereto. 


2. That it be granted leave to sit while the House is sitting. 
All of which is respectfully submitted. 


HUGHES CLEAVER, © 
Chairman. 


Turspay, May 2, 1950. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 


SECOND REPORT 


Your Committee has considered Bill No. 55 (Letter E of the Senate), 
intituled: “An Act respecting The Limitholders’ Mutual Insurance Company”, 
and has agreed to report same without amendment. 

All of which is respectfully submitted. 


t 


HUGHES CLEAVER, 
Chairman. 


Tuurspay, May 25, 1950. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 


Tuirp REPORT 


Your Committee has considered the following Bills and has agreed to report 
them without amendment: 


Bill No. 205 (Letter K-4 of the Senate), An Act to incorporate United 
Security. Insurance Company. 


Bill No. 207 (Letter K-5 of the Senate), “An Act to incorporate The 
Canadian Commerce Insurance Company”. 


: Bill No. 208 (Letter A-6 of the Senate), “An Act to incorporate Saskat- 
echewan Mutual Insurance Company”. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


8 ae: STANDING COMMITTEE ON 
_ Wepnespay, June 14, 1950. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 


FourtH REpPoRT 


Your Committee recommends that it be empowered to print from day to 
day 500 copies in English and 200 copies in French of its Minutes of Pro- 
ceedings and Evidence. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


TuHurspay, June 15, 1950. 


The ae Committee on Banking and Commerce begs leave to present 
the following as 


FirtH REpPoRT 
Pursuant to the Order of Reference of Monday, June 12, 1950, your Com- 
mittee has considered the following Bills and has agreed to report same without 
amendment :— 


Bill No. 268 (Letter W-8 of the Senate), intituled: “An Act to amend The 
Foreign Insurance Companies Act, 1932”. 


Bill No. 269 (Letter X-8 of the Senate), intituled: ‘An Act to amend The 
Canadian and British Insurance Companies Act, 1932”. 


A copy of the Minutes of Proceedings and of the Evidence relating to the 
said Bills is tabled herewith. 


All of which is respectfully submitted. 
HUGHES CLEAVER, 
Charman. 
Turspay, June 20, 1950. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as its 


SixtH REportT 


Your Committee has considered the following bills and has agreed to report _— 


them without amendment:— 
Bill No. 307 (Letter F-10 of the Senate), “An Act to amend The Trust 
Companies Act’. | 
Bill No. 308 (Letter J-10 of the Senate), “An Act to amend The Loan 
Companies Act’. 


A copy of the Minutes of Proceedings and of the Evidence relating to the 
said Bills is tabled herewith. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 
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MINUTES OF EVIDENCE 


Hovusp or ComMMoNs, 


WepNEspDAY, June 14, 1950. 


The Standing Committee on Banking and Commerce met this day at 10 a.m. 
The Chairman, Mr. Hughes Cleaver, presided. 


Mr. Hunter: Before we go on with the meeting, I wonder if I could move 
that this committee recommend to the House that it be empowered to have the 
proceedings of the committee printed. from day to day—500 English and 200 
French? 


The CHatrMAN: Are you ready for the question? All those in favour please 
signify. 
Carried. 


. 
| The CHamrMAN: Gentlemen, I will now call the meeting to order. 


The report will be tabled at 11 o’clock this morning and we will ask power 
to print. 

Now, all of you are very busy men and I did not intend that this meeting 
should be called until 11.30. I know you have correspondence to attend to. 
I would like a show of hands to decide as to whether we will go on. now or at 
11.30. 


Mr. AsHpouRNE: Three of us left the Committee on Public Accounts and 
came down here, and we understood it was just a matter of routine. 


The CuarrMAn: All those in favour of adjourning until 11.30 please signify. 
Carried. 


—Upon resuming. 

The CHairRMAN: Gentlemen, we have a quorum, but before proceeding with 
the work on Bill W8 and Bill X8 ‘by sections, I would suggest that we have a 
general statement from the Superintendent of Insurance on the contents of the 
bills. 

Bill W8: An Act to amend The Foreign Insurance Companies Act, 1982. 

Bill X8: An Act to amend the Canadian and British Insurance Companies 
Act, 1932. 


R. W. Warwick, Superintendent, Insurance Department, called: 


The Wrrness: Mr. Chairman and gentlemen, while several amendments 
have been made in recent years to the Insurance Acts, this is the first major 
revision in eighteen years, and while the bill itself may appear to be quite 
voluminous, the number of new principles involved is very small. Many of the 
changes suggested are to clarify several sections and remove minor defects 
and also to repeal other sections which are not now applicable. 

The first ‘few sections of the bill have to do with the company clauses part 
and deal mainly with the composition of the ‘boards of directors and their 
qualifications therefor. 
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Section 5 is new. This is added to facilitate the transfer of the shares of 
stock of Canadian insurance companies. That is a provision similar to one in 
the Bank Act and also in the Companies Act for some years. 

. Section 7 is another new clause. It provides for the reduction of the fully 

paid shares of any Canadian insurance company wishing to do so below the 
$100 par value. At the present time, as you know, the par value of the shares 
of stock of Canadian banks is $10. 

Now then, we have eleven pages of the bill making up section 9, which 
involves a recasting of the investment section of the Act—section 60. This 
section relates to the investment powers. In some cases they are enlarged and 
in other respects the investment powers have ‘been restricted. Briefly, the changes 
are as follows: At present, investments may be made by Canadian insurance 
companies in the securities of any government; it is proposed to limit the invest- 
ment in foreign government securities, other than those of the United States, 
to the governments of countries in which the companies are actually doing 
business. The securities of public bodies. operating ports, harbours and other 
services in the British Commonwealth are now eligible under the present Act. 
It is proposed to change this power to “such securities in any country in which 
the company is operating.” 

Equipment trust certificates of Canadian railways are now eligible. It is 
suggested that this be extended to include United States railway certificates. 

: For unsecured debentures, the ‘basis of qualification is a dividend test. It 
is suggested that an alternative qualification be on the basis of the earnings over 
a five-year period of the corporation. 

In the case of no par value common stocks, the present basis 1s a require- 
ment of $4 per share per annum for seven years. That has been found most 
unsatisfactory because of spits in no par value shares. In the bill it is proposed 
to make the qualification of such shares on the basis of dividends of 4 per cent 
on the capital account and thus put the no par value shares on the same basis 
as the shares of par value. 


Another subsection will permit investment in real estate for production of . 


income. This class of investment was first permitted under the so-called 
“basket clause”, in the 1948 amendments; this bill will provide that the total 
investment in securities of that nature will be limited under the two subsections 
to 5 per cent. Those, gentlemen, are the principal changes in the investment 
section. 

As regards the valuation of securities, the Canadian companies at present 


take the securities into their statements at not more than the market values. It. 


is now proposed that Canadian life insurance companies may take Dominion 
of Canada, Canadian Provincial, United States and United Kingdom govern- 
ment securities in at the amortized values, but for all other securities market 
values are still to be used and for non-life companies market values throughout. 

The present Act now, provides machinery for the amalgamation and merging 
of life companies, but there is no corresponding provision for fire and casualty 
compagnies, It is thought that this should be permitted for non-life companies 
and a section to cover that is provided. 

In the case of fraternal societies, it is proposed to grant power generally 
to all such societies to transact the business of personal, accident and sickness 
insurance, which is a power that some recently incorporated societies have 
received. It is also thought advisable to remove the $10,000 limit on the amount 
of insurance which may be issued to a member and place the responsibility as 
to the amount which a society may issue on its actuary. 


Mr. Macnavucuton: Could you refer to the sections as you go along? 


The Cuatrman: Mr. MacGregor will do that when we are dealing with the 
sections. I thought the committee would be interested in just a general bird’s 
eye view of the amendments and they will all be gone into later in detail. 
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The WITNEss: Another change in the first part of the bill will provide for 
simplification in the requirements for the filing of the various statements and 
returns. 

Now, in the section relating to British insurance companies, these companies, 
as you know are now required to cover their liabilities in Canada by deposits 
with the Minister of Finance and also deposits with Canadian trustees appointed 


under the Act. At present the classes of securities which they may deposit with 


a trustee are rather limited. 
It is proposed that the classes of securities which they may deposit with 


- trustees be enlarged to include the same classes of securities in which Canadian 


insurance companies may invest with the limitation, however, that any such 
securities must be of Canadian corporations. And that applies except. in the 
case of securities of the government of the British commonwealth or the United 
States government. Other changes in this part are related to the Canadian 
section in so far as statements and returns are concerned. 

Now, Mr. Chairman, this bill has been discussed with representatives of 
the life insurance companies, fire and casualty insurance companies and fraternal 
benefit societies and we understand it has their approval. 


The CHairMAN: Thank you, Mr. Warwick. 


By Mr. Harris: 


Q. Before the witness proceeds, may I ask one question there. I notice 
that the appropriation from profits for the surplus is necessary to the extent of 
25 per cent. The question I wanted to ask the witness is: is there anything 
within the regulations that forbids or suggests that the directors of any of these 
companies are forbidden to make charitable donations approved by the Income 
Tax Act? I may say that a great many charitable donations are made by 
insurance companies and I just want to go on the record that they are quite 
within their rights and I want to get the information officially from the witness. 


—A. The section of the Act there does not prevent or limit such companies from 


making such donations. 
Q. I am sorry, I did not hear that——A. The section does not prevent the 
boards of those companies making such donations. 


The CuarrMan: Before starting into consideration of Bill X8 by sections, 
is there anyone in atendance here who would like to be heard? 


Mr. D. K. MacTavisu: Mr. Chairman, I represent—and Mr. Tuck is with me 
—the Canadian Life Insurance Officers Association, and officers of that associa- 
tion, Mr. Guy and Mr. Reid are here. We do not wish to be heard. We appreciate 
very much indeed the opportunity given to the association to sit down with 
members of the department to discuss the proposed legislation in advance, and 
while it would be an exaggeration to say that everything in the amendments is 
acceptable to us, we do not object and we are here as a matter of courtesy 
to the committee and are available to answer any questions that may be asked. 


The CuHarrman: Thank you, Mr. MacTavish. 
Bill X8—clause 1. Shall the clause carry? 


Carried. 

Clause 2. Shall clause 2 carry? 
Carried. 

Shall clause 3 carry? 

Carried. 


Shall clause 4 carry? 
Carried. 
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Shall clause 5 carry? 
Mr. Heiityer: Mr. Chairman, may I go back to clause 3? 
The CuarrMAN: Shall we revert to clause 3? 
Mr. Hettyer: Subsection 15. 
The Cuatrman: “Failure to elect. directors.” 


Mr. Heutyer: Is there any time limit on that at all, and any penalty for 
failure to elect directors there? 


Mr. MacGrecor: There is no time limit, but that is the same clause as is 
included in the Companies ‘Act and has been included in the Insurance Act 
since 1910. 


In the earlier subsections companies are required to elect boards of a 
certain size at certain times. The purpose of this subsection is really to meet 
a technicality if for some reason the directors were not elected strictly in 
accordance with the requirements. 


Mr. Macnaucuton: In fact, they continue in office until the next annual 
meeting. 

Mr. MacGrecor: It is to meet the technicality where, under the law, if 
the company does not elect its board as required, it could be held to be dissolved. 

Mr. Hettyer: How long can that continue? There is no restriction at all? 

Mr. MacGrecor: There is no restriction, sir, but in practice we have never 
encountered a case where the directors have not been elected at the proper time. 

Mr. MacponneEtu: There has not been any widespread refusal to act? 

Mr. MacGrecor: No, sir. 

The CHarrMaNn: Are there any other questions on section 3? If not, we are 
on section 5. Shall section 5 carry? 

Carried. 


Shall section 6 carry? 
Carried. 


Shall section 7 carry? 
Carried. 


Shall section 8 carry? 
Carried. 


Shall section 9 carry? 


Mr. Hetuyrer: Before section 9 is carried I would hke to call Mr. Coyne 
of the Bank of Canada and ask him just how these investment powers fit in 
with the general economic welfare of the Dominion of Canada. We are here 
as representatives of the people and must be alive to the general advantages of 
the Dominion of Canada and all the citizens thereof, and I think it is only 
fitting that we should have an expert witness, such as he is, on the general 
investment powers of insurance companies before we accept this subsection. 


The CuHarrman: I would suggest either the governor of the Bank of Canada 
or Dr. Clark, the Deputy Minister of Finance. 


Mr. Hewtyrer: Well, I would say the governor of the bank. 


Mr. Macnavucuton: I do not understand the import of that. I agree in 
theory. 


The CuHairman: I think the import is this, that for the benefit of the general 
economy of the country these institutions having large funds for investment 
have power to take up investments in as wide a field as possible. 
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_ Mr. Hextyer: It is to facilitate the working of the capitalistic private 
_ enterprise system as we know it, and to maintain that system. There is some 
question as to whether the Act, as presently set up, actually does that or whether 
it 1s, In some cases, a bit of a millstone around the neck of the system. 

The Cuamrman: Mr. MacGregor, would you care to make any remarks? 

Mr. K. R. MacGrecor (Associate Superintendent of Insurance): I might 
- make the comment, sir, that the Governor of the Bank of Canada has had these 
proposals before him for the last six months and also the Deputy Minister of 
Finance, and we have met both of those officials on several occasions to discuss 
these proposals, and so far as I know, they are compeltely in accord with the 
measures put forward here. I know of no objection, in any event, from either 
the governor of the Bank of Canada or the Deputy Minister of Finance— 
certainly they offered none in our discussions. 

Mr. Low: Mr. Chairman, Mr. MacGregor is aware, of course, of a remark 
made recently in a speech by Mr. Coyne in which he urged some change of 
attitude on the part of the Canadian people towards investments. Now, one of 
the difficulties, he sees, and all of us see, is that development of resources will 
not go forward unless people become resource-minded. We have come to the 
point in Canada where everybody with money to invest wants to get in on a 
sure thing. A 3-per cent government bond they look upon as a sure thing and, 
as a result, the development of resources is not going forward ag we would like 
to see that development go forward. JI am supporting the request made by 
_ Mr. Hellyer that we do call one of the leading banking officials to give us some- | 
_ thing on section 9. 

The CuatrMAN: Are you ready for the question? The motion is that the 
consideration of section 9 stand until Mr. Coyne, Mr. Graham Towers or Dr. 
Clark be called to give evidence. All those in favour of the motion? 

Carried. 


Section 10: 
; Mr. Harris: May I just make one suggestion there. One of the best invest- 
ments that life insurance companies can make, in my opinion, would be to invest 
some of their funds in hospital work and prolong the life of the present genera- 
tion so they would insure their premiums as they go along. I hope they will 
take that to heart. 
The CHarrMAN: Shall section 10 carry? 
Carried. 
Shall section 11 carry? 
Carried. 
Shall section 12 carry? 
Carried. 
Shall section 13 carry? 
Carried. 


Shall section 14 carry? 
Carried. 
Mr. Macponnetu: Could I ask a question on 14 (b)— 
“redeemable security’ means a security for a fixed term and which is 
redeemable at the end of that term at a specified value. 
Does that mean that a security is redeemable at a certain price before the end 
of the term? Is that the meaning? 
“Mr. MacGreeor: The intention there, sir, is to eliminate perpetual bonds 
and shares. The definition is for use in connection with amortized values and it 
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is intended to make it clear that all the particulars must be definite——the term — 


must be fixed, the redemption value must be fixed, and the bond must provide 
for redemption at that time at the specified value.. That would eliminate per- 
petual bonds. 

The CHairMAN: Mr. Macdonnell, did your question have to do with the 
rather recent provision with regard to municipal debentures? 

Mr. Macponneuu: No, I was thinking of bonds that are redeemable before 
maturity, perhaps at a premium. 

Mr. MacGrecor: Well, (6) does contemplate that kind of security also, sir, 
and in computing the amortized value, any earlier option must be taken into 
account in paragraph (c) defining “yield”. That option must be taken for the 
purpose of computing amortized values that will give the lowest yield. 

Mr. Macponne.uu: It is not very important, but my point would be: which 


is redeemable at the end of that term or earlier on such terms at a specified — 


value. 


_. Mr. MacGrecor: Paragraphs (6), (c) and (d) ought to be read together, 
sir. 
Mr. Macponne.u: All right, very good. I am content. 
The CHarrmMan: Would you rather that section would stand? 
Mr. Macponneuu: No. 3 
The CHAIRMAN: Shall the section carry? 
Carried. 
Shall section 15 carry? : 
Carried. | 
Shall section 16 carry? 
Carried. 
Shall section 17 carry? 
Carried. 
Shall section 18 carry? 
Carried. 
Shall section 19 carry? 
Carried. 
‘ Shall section 20 carry? 
Carried. 


Shall section 21 carry? 
Carried. 


Section 22—are there any eahataaned changes, Mr. MacGregor? 


Mr. MacGrecor: There are two main changes in clause 22. This clause 
relates to fire and casualty companies. At the present time fire and casualty 
companies appear to be required to show liabilities in their annual statement 
of exactly 80 per cent of the unearned premiums. The first proposed change 


in this clause would make that the minimum, but would make it clear that they © 


may include reserves of more than 80 per cent. We want to encourage them to 
include more than 80 per cent, and it is possible that in some companies it is 
necessary that they do include more than 80 per cent. It is designed to 
strengthen the requirements in that respect. 

The second change relates to the reserves to be carried in the annual 


‘y 


statements of fire and casualty companies transacting non-cancellable sickness — 


and accident business. That class of business is a rather hazardous type which 
has been transacted by casualty companies for a great number of years with 
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varying degrees of enthusiam, and, at the present time, the Act requires that 
the basis of reserves for that kind of business shall be specified by the Super- 
intendent of Insurance. Well, it is a practical impossibility for the Super- 
- intendent of Insurance to prescribe bases for that type of business for’ each 
particular company and the principle is contrary to the general principles 
elsewhere in the Act in reference to life insurance and all other classes, namely, 
that the primary responsibility should rest upon the company officers and the 
Superintendent should be in a position to be able to review the bases used. 
Consequently, the second change requires the reserves for this type of business— 
non-cancellable sickness and accident business—to be computed by a qualified 
actuary and he must make a full report covering the bases he has used, which 
report will form a part of the annual statement. It is a strengthening in that 
respect and we think it proper, too, in view of the revival of interest at this 
time in this particular class of insurance. 

Mr. Gipson: Do the provisions of this Act apply to the insurance business 
carried on by the province of Saskatchewan—the provincial government? 
3 Mr. MacGrecor: No, but provincial companies may of their own volition 
: seek registration with the Dominion. It does not apply to provincial com-« 
panies that are not registered with the Dominion. We have no jurisdiction 
over them. | 

The CHaAiRMAN: May we finish with’ section 22? Are there any other 
questions on section 22? 


Carried. 


Mr. Macnavueuton: May I ask a question on section 20? 

The CHatRMAN: We shall revert to section 20. 

Mr. Macnavueuton: Merely as a matter of information, do I understand 
the Society of Actuaries is a Canadian society? 

Mr. MacGrecor: No, sir, it is not. There have been in the past two main 
actuarial bodies on this continent, both U.S.—the Actuarial Society of America, 
which is the older, and the American Institute of Actuaries, a newer body. A 
year ago those two United States organizations were amalgamated into one 
society, the Society of Actuaries. There are no Canadian societies of actuaries 
granting degrees. All persons in Canada write the examinations of the Society 
of Actuaries or the British Institute of Actuaries. 

Mr. Macnaucuton: Then a Canadian wishing to qualify under section 20, 
would have to be a fellow of the Institute of Actuaries of Great Britain or the 
Faculty of Actuaries in Scotland or the Society of Actuaries in the United 
States? 


Mr. MacGrecor: That is right; and in practice they are. Canadians, as a 
rule, write the examinations of the Society of Actuaries, as it is now known, and 
_ they derive their professional status from that society. 


The CHarrMAN: Are there any other questions? 
Shall section 23 carry? Would you care to explain the amendment made 
by virtue of this section? 


Mr. MacGrecor: The main purpose of section 101 in the Act, dealt with 
in clause 23 of the bill, is to build up the surplus of fire and casualty companies, 
the objective being a ratio of assets to liabilities of two to one—that is, to a 
point where the companies’ surpluses are equal to their policy liabilities. The 
section helps to accomplish that result by limiting the amount of the profits 
earned each year that may be distributed as dividends. 

The section says in effect that at least 25 per cent of the profits of the year 
last past shall be applied to increase the company’s surplus. There are two 
_ things being done in this section. The first is merely to clarify what liabilities 
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are referred to in subsection 2. In subsection 1 there are two kinds of liabilities 
mentioned and in subsection 2 the words “said liabilities’ appear. There is a 
little confusion for that reason. The revision clarifies this point. 

Subsection 3 permits an exemption to the general objective of a surplus 
equal to the company’s policy liabilities. It says that if a company has built up 
a surplus of $500,000 and has a minimum paid capital of $1 million, the total 
- of the two being at least $1,500,000, that it might count the $1 million of capital 
as surplus for the purposes of this two to one ratio. The objection to that 
provision is that it meets only a particular kind of case—a company with a 
capital of $1 million or more. The whole basis of the section is surplus, and it 
is anomalous that a company with a surplus of, say, $1 million, and a capital of 
$500,000, ought not to be exempted just as well as a company with a surplus of 
$500,000 and a capital of $1 million. In fact, the company. with the-smaller 
capital and the larger surplus is probably in a stronger position because it has 
not as large a drain for shareholders’ dividends. 

The CuarrMANn: Are there any other questions on section 23? — 

Carried. 


Shall section 24 carry? 
Carried. 


Mr. Hunter: In this section 23 with respect to the 25 per cent, which is 
appropriated towards surplus, I presume that is still undistributed dividends, 
is it? There is no method of capitalizing? 

Mr. MacGrecor: No, sir. 

The CHAIRMAN: Shall section 25 oanye 

Carried. 


Mr. Hetuyer: Did section 24 carry? 
The CuatrMan: Yes. Had you any questions on No. 24? 
Mr. Heuuyer: No. 


The CuHarrman: Shall section 26 carry? 
Carried. 


Shall section 27 carry? 
Carried. 


Section 28—one change is made here, Mr. MacGregot? 


Mr. MacGrecor: In the present section 127, which is dealt with in ae 
28 of the bill, there are four subsections at present. Subsections 2 and 3 are 
being eliminated, and subsection 4 is being renumbered subsection 2. The two 
subsections being omitted, subsections 2 and 3, relate to an exemption granted 
to British companies many years ago. This section applies only to British 
companies, 

In the past, British companies and foreign companies operating in Canada 
did so, to a large extent, through general agents. They were required to 
maintain a Canadian chief agency, but by reason of delays in communications 
and for other reasons, these subsections permitted the general agents to report 
directly to their home offices in New York or wherever the officer might have 
been, without reporting their business through the Canadian chief agency, so 
long as a Summary statement was sent to the chief agent. By reason of improved 
communications and changed conditions, these general agents now do route their 
business through the Canadian chief agency, which is certainly to be preferred 
from the department’s point of view, because all of the records are now 
maintained in the Canadian chief agency. There is no longer any need for 
this old exemption, and we are glad to see it disappear. | 


< 


x BANKING AND COMMERCE 17 


The CHarrMAn: Shall the section carry? 
Carried. 


Section 29—have you any comments, Mr. MacGregor, in regard to sub- 
section 3 of the new section? 


Mr. MacGrecor: Section 127A simply covers the values at which bonds 
and stocks must be shown in the Canadian statements of British companies. 
This requirement was formerly dealt with by a cross-reference to the Canadian 
section 67. The only change brought about by this new section is that in 
addition to the market values for all bonds and stocks, which we have always 
got, British companies are now asked to report the amortized values also, for 
three classes of government bonds—Dominion (including provincial), United 
Kingdom and United States federals. It calls for a little more information than 
we now receive. It adds the amortized values of these three classes of govern- 
ment bonds to the previous requirement to show the market values alone. 

The CHAIRMAN: Shall section 29 carry? 


Carried. . 


Shall section 30 carry? 
Carried. 


Shall section 31 carry? 
Carried. 


Shall section 32 carry? 
Carried. 


Shall section 33 carry? 
Carried. 


Shall section 34 carry? 
Carried. 


Shall section 35 carry? 
Carried. 


Shall section 36 carry? 
Carried. 


Shall section 37 carry ? 
Would you mind explaining section 37, Mr. MacGregor? 
Mr. MacGrecor: Clause 37, relating to section 150 of the Act, falls in Part 
IX dealing with provincial companies. That part of the Act says in effect that 
any provincial company may, if it wishes, seek Dominion registration. There 
- is nothing compulsory about it; it is solely up to the provincial company. If 
it does make application for that purpose, then it is asked to give an under- 
- taking that it will comply with certain sections of the Act, being the sections 
named in 150. 
The only changes in the section are in these named sections and due to 
certain renumbering in the present Bill. The changes are solely of this nature. 


The CuHarrRMAN: And in the;case of any subsequent failure to comply or 
make returns, what is the penalty—loss of registration? 

Mr. MacGrecor: That is right—loss of registration. 

Mr. Low: Would a provincial company be required to register federally 
under this Act before being allowed to sell insurance in other provinces? 
65167—24 
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Mr. MacGrecor: No, sir, a provincial company may operate in its province 
of incorporation or in other provinces without seeking Dominion registration. 

The CHAIRMAN: Shall the section carry? 

Carried. 


Does section 38 carry? 
Carried. 


Shall section 39 carry? 
-Carried. 


Shall section 40 carry? 
Carried. : 


Shall section 41 carry? | 


Mr. Cannon: That reduces the rate of. the interest a DHT HORe of 
registration? 


Mr. MacGrecor: There are two changes here. This clause 41 prescribes 
the bases for calculating the minimum reserves for life annuity contracts. At 
present the maximum rate of interest is 4 per cent, which we think is too high. 
This clause reduces it to 34 per cent. That is the ‘first change. 

The second change is to add two new mortality tables that may be used 
for this purpose. At “the present time the only table prescribed is that listed 
as item (b), namely, Rutherford’s Annuity Tables. That table is not now 
mentioned in the Act, but it is described. There would be added the tables 
mentioned in item (a a), Mortality of Annuitants, 1900-1920 and in (ec), the 
1937 Standard Annuity Table. These are additional tables that might be 
used by life insurance companies. 


Mr. Low: Are they more generous than those now used? 


Mr. MacGregor: No, more stringent, because these tables show lower 
. rates of mortality and consequently higher reserves. 

Mr. Macvonne.u: Am I correct in understanding there are two or three 
different tables that can be used, but they would not give different results? 

Mr. MacGrecor: Yes, they would. They are different mortality tables 
and they would give varying reserves. In general, the newer tables give higher 
reserves and, of course, the companies must use those newer tables for new 
business in order to maintain adequate reserves. 


Mr. Cannon: I see that the Superintendent has the power to prescribe — 


that another table of mortality may be used? 


Mr. MacGrecor: The general principle in the Act, watt in reference to. 


life insurance policies and life annuity contracts is to precor be certain tables — | 


that are known to be safe and conservative. 
In the explanatory notes opposite page 40, the present tables prescribed 
for life insurance policies are given, and this clause 41 is for the same purpose 


in reference to annuity contracts. These are permissive tables, but if any — 


company believes that for a particular class of policies none of the prescribed 
tables is appropriate, then it may apply to the Superintendent for approval 
of the table it believes to be the most appropriate. In effect, it must make a 
ease that none of the prescribed tables is appropriate and that the one it wishes 
to use is the most appropriate. 

Mr. Gipson: And you are only allowing 33 per cent to be used. Are ate 
the government annuities still giving 4 per wen? 
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fr Mr. MacGrecor: This Act has no application to government annuities, 
sir. The present rates for government annuities, I might say, are not now 
at 4 per cent; they are at a lower rate. The old rates were at 4 per cent but 
the newer ones are not. 

Mr. Gipson: What are they now? 

Mr. MacGrecor: Three per cent. 

The CuHarrman: Mr. MacGregor, what increase in life expectanoy has 
- occurred comparing the 1900 table with the 1937 table; can you give us that? 

Mr. MacGrecor: That is rather difficult to answer, sir. The general 
improvement in mortality has been most marked, of course, at the younger 
ages, but these mortality tables— 

The CuarrMAn: Comparing the 1900 table to the 1987 table, what difference 
is there? | 

Mr. MacGrecor: Well, the shapes of the curves are different, sir. If 
we look first at (a), the Mortality of Annuitants, 1900 to 1920, that was a 
table based on the experience of British companies during the years 1900 to 
1920. However, the actual experience reflected by that investigation is that 
shown by Rutherford’s Annuity Tables in (b). The table in (a) was con- 
structed on the basis of that investigation but did not reflect the actual 
experience; the table was in fact a forecast, an attempt to foresee what the 
mortality might be in a subsequent period. There is no constant ratio between 
any of those tables. I can say in general that by far the most marked improve- 
ment is at the lower ages, but at the higher ages the relation between Ruther- 
ford’s tables and the tables known as the Mortality of Annuitants 1900 to 
1920 (a(f) and a(m)) varies considerably. 
Mr. Cannon: Just one more question to understand that properly 


Would it be correct to say that Rutherford’s table is based on the mortality 
rates from 1900 to 1920? 


Mr. MacGrecor: Rutherford’s tables were based on the actual experience 
shown by an investigation of British companies from 1900 to 1920. 

Mr. Cannon: Would not they be somewhat out of date now? 

Mr. MacGrecor: They are for new business, but for certain old business 
written several years ago, which has now aged, they may still be satisfactory. 

Mr. Cannon: They are not written for new business? 

Mr. MacGrecor: No. 
Mr. Gipson: Is it more expensive for a woman to take out an annuity than 

for a man, or do they even them up? 

Mr. MacGrecor: Broadly speaking, so far as life annuities are concerned, 
a female life may be taken, for all practical purposes, as a male life at an age 
_ about five years younger. 
Mr. Gipson: So they do differentiate between the rates? 
4 Mr. MacGrecor: Oh, yes, there are separate tables for each sex. In (a), 
there is the (f) table, based on female lives, and the a(m) table, based on male | 
lives. So also with Rutherford’s tables. 
The CuarrMAN: Are there any other questions on section 41? 
Carried. 


i a at i any oe ee ‘“ —— —_ ee ie ee. re a a ol “=e Daa att 


Shall section 42 carry? 

{ Mr. MacGrecor: Section 42, gentlemen, simply refers to “term certain” 
- annuities rather than “life annuities,’ and the only change is to reduce the 
maximum rate of interest from 4 per cent to 34 per cent. 
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The CHAIRMAN: Shall the section carry? 
Carried. 


The Schedule—I believe the schedule had better stand pending the calling 
of the witness asked for. 

Mr. MacGrecor: Perhaps, I might explain, gentlemen, that the section that 
was passed over earlier, being section 60, dealt with in clause 9 of the bill, relates 
to the investment powers of Canadian insurance companies. ‘This schedule is 
a direct counterpart, but relates to the kinds of investments that a British 
company may invest in trust in Canada against its Canadian liabilities. 

The CHarrMAN: Inasmuch as the committee wishes section 9 of the bill to 
stand, I think it would be as well for us to let the schedule stand. 

Mr. Macnaucuton: Mr. Chairman, I am still confused about this proposed 
calling of witnesses. What is the intended purpose? If it is a long economic 
discussion, it is going to be very interesting, but it seems to me that the drafters 
of the bill must have gone over the investment policies in general, namely, what 
is reasonable, safe and right. Is that the purpose—just to get a further 
explanation of those investments which it is desirable that insurance companies 
may purchase and invest in or is there some other purpose? 

The CHAIRMAN: Well, the purpose was indicated at the time the motion 
was under discussion. The motion has been carried and I do not feel that we 
should revert to a motion and re-discuss a motion we have already carried at 
the present session of the committee. If you wanted to ask any specific questions 
in regard to it, in order to be prepared when the witness gives evidence, there 
would be no objection to that, but we did discuss the matter and decided to call 
the witness, and I am endeavouring to make the arrangements for the witness 
to be heard as promptly as possible. At this date in the session, of course, it is 
most important that the bill should be reported to the House as soon as possible. 
Also, there are some witnesses from out of town.who may want to remain over 
and hear this evidence. I cannot say whether I can have a witness here this 
afternoon or not, but I will not lose any time. 

Shall we now turn to bill W8, an Act to amend The Foreign Insurance 
Companies Act, 1932. Shall section 1 carry? 

Mr. MacponnELuL: Could we have a general word about Unite Perhaps: it 
might facilitate it. 

Mr. Warwick: This bill to amend the Foreign Insurance Companies Act, 
Mr. Chairman and members, is the counterpart of the British section in the 
Canadian and British Insurance Companies Act. 

Mr. Macpnonnetu: Can you make that statement absolutely that it is for 
technical reasons covering what we have already approved? 

The Witness: That is right, sir, with the same question about the schedule, 
of course, as in the other. 


The CHatrRMAN: Shall section 1 carry? 
Carried. 


Shall section 2 carry? 
Carried. 


Shall section 3 carry? 
Carried. 


_ Shall section 4 carry? 
Carried. » 


' Any time I go too fast, please tell me. Shall section 5 carry? 
Carried. 
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Carried. 


Shall section 7 carry? 
Carried. 


Shall section 8 carry? 
Carried. 
Shall section 9 carry? 
re Carried. 


| Shall section 10 carry? 
= ~ Carried. 


Shall section 11 carry? 
‘ Carried. 


Shall section 12 carry? 
Carried. 


Shall section 18 carry? 
Carried. 


Shall section 14 carry? 
— * Carried. 


Shall section 15 carry? 
Carried. 


Shall section 16 carry? 
Carried. ? 


Shall section 17 carry? 
Carried. 
a Shall section 18 carry? 
Carried. 


Shall section 19 carry? 
Carried. . 


Shall section 20 carry? 
Carried. 


Shall section 21 carry? 
Carried. 


Shall section 22 carry? 
Carried. 


And the schedule will stand. 


Mr. Macdonnell moves we adjourn until 4 o’clock this afternoon. 
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I will 


send around notices to every member of me committee in the event there is 


_ any change. 


and it is an important session. 


shall send around a_ notice. 


_ —The committee adjourned. 


Mr. Macnaucuton: The Committee on Old Age Security meets at 4 o’clock, 


The CHarrman: Shall we say, then, 5:30, and if there is any change I 
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—The committee resumed at 5.30 p.m. 


The CHairMAn: We have a quorum, gentlemen, and we will carry on. Wes 
have with us Mr. Coyne, Deputy Governor of the Bank of Canada, who has» 


been kind enough to rearrange his appointments to come here. Would you 
earry on, Mr. Hellyer? | 


Mr. J. E. Coyne, Deputy Governor, Bank of Canada, called: 


Mr. Hetiyer: Well, all I would like to know is, first, how the various sub- 
sections of section 9 fit into the general economic welfare of the Dominion of 
Canada as to providing capital for the development of resources and maintaining 
our high level of economic prosperity, and also as regards the debt structure 
and the cost of servicing the debt structure on the rest of the industry in the 
dominion, and that type of thing. 


The CHAIRMAN: It is fair to tell you, Mr. Coyne, that the reason you are 
asked to come here is as a result of a recent speech which you made and which 


was reported in the press, where you are reported to have made certain © 


comments as to investments by insurance companies. 
Now, would you care to make a statement regarding that speech, or would 
you rather answer the broad question which Mr. Hellyer has just asked you? 


The Witness: Well, perhaps I should start by saying that 1 am not familiar 
with the details of the legislation before you now. I was invited by the Canadian 
Life Insurance Officers Association to speak to them at their annual meeting on 
the general subject of savings and investments in Canada and I did so. Most 
of what I ‘had to say related to the significant development in that field since 
the war, during which period, as far as one could tell, the financial machinery 
of the country responded very well to changing conditions and operated in 
different ways at different times—sometimes the banks, sometimes life insurance 
companies providing the capital needed in certain areas—sometimes private 
investors. 

But looking to the future one wonders—and this is the question I left before 


the meeting—from what quarters will come the capital needed for continuing ~ 


the development of Canada and just what part the financial institutions will 
play in that process, having regard to the fact that so great a proportion of 
savings flows through their hands. 

My purpose, as I said, was to ask questions or, at any rate, to ask a general 
question of that nature with a view to provoking discussion either at the meeting 
or later among the gentlemen concerned, with the hope that they and other 
interested people from time to time would provide the answers, and out of the 
answers that various people might give some sort of development Brace come. 
But I am no expert on insurance companies. 


By Mr. Hellyer: 


(. Do you think that the insurance companies, with their experience and 


with their machinery as already set up, would be in a position, if given wider 
powers, to further the economic development of the country by supplying the 
needed amounts of capital as required and, at the same time, spreading the risk 
sufficiently to protect the policy holders?—A. I think they. always have done 
that and it is generally a question of degree as to how far they wish to do it 
and how far the legislation will permit them to do it. 
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; Q. Are there arly other comparable sources of collecte d savings?—A. Com- 
parable to insurance companies? 
! Q. Yes, to the amounts of money that they have to invest?—A. Well, I 
should think the various savings deposit institutions between them have a greater 
amount of personal savings left with them than the insurance companies do. 
@. With the exception of the savings deposit companies and the banks, is 
there any other collecting agency or any other method which has already been 
set up and effective for collecting from the people such vast amounts of capital?— 
A. Well, those are the institutions as generally described but, of course, the 
private individual may subscribe capital directly to industry or most likely not 
directly but through the medium of an investment dealer who advises him or 
lets him know what investments he can make and helps him to make them. 


j (. But that is far more of a personal risk, though, than a collective risk ?— 
m A. Yes. 

7 @. And I think in your speech you mentioned something about the nature 
: of Canadians generally—that they like to take risks on a collective basis where 


they just individually risk very little but have the benefits of development rather 
than taking a risk entirely from an individual standpoint?—A. I did not, single 
Canadians out in that regard. I suggested that with higher taxation and the 
changing economic conditions you do not find those large individual fortunes 
being accumulated relatively on the same scale today as you did in earlier periods, 
that more and more of the personal saving in the country is done in small 
individual accounts by a large number of individual people and people in those 
circumstances do not have the same large individual sums of money and cannot 
afford to take the same risks that perhaps in an earlier day a few individual 
enterprisers were able to take. 

Q. Well, do you think that the difference to the economy generally is pro- 
nounced as between one type of investment and another as for, say, supplying 
4 capital in the form of preferred shares as against buying government guaranteed 
j bonds or something like that?—-A. I think there has to be a proper balance at 
‘: 
‘ 


all times between the different kinds of investment. Partly that would depend 
on what the enterprises themselves want, whether they want to borrow money 
or to sell stock and partly on what the investors want to do with their money, 
whether they are looking for bonds or are prepared to invest in stocks and oil 
; leases and things of that sort. 
7 Mr. Macnaucuton: Mr. Chairman, I wonder if I might interject here? 
It is right along the line of Mr. Hellyer’s proposition. I had the advantage of 
reading the speech by Mr. Coyne this afternoon and trying to bring it down to 
: the points at issue. On page 10, for example, it says: 
4 The only other outlet for personal savings that can be accurately 
: measured is the annual increase of about 200 million dollars in the 
. Canadian reserves of life insurance companies. In round figures, an 
4 amount equal to more than 60 per cent of net annual personal saving 
is placed at the disposal of banks, other savings institutions, and insurance 
companies. 
' ‘Then, ©n page 13: 
; One of these facts-is the dominant role of life insurance companies 
; and charteder banks as repositories for the savings of the Canadian people. 
: As I have already mentioned, funds equal to more than 20 per cent of 
the total new saving of individuals, farmers and unincorporated businesses 
are accruing to life insurance companies each year and, if chartered banks 
are included the proportion is over 60 per cent. 
Then, again, on page 14: 
The trend, it seems to me, is towards an increasingly important role 
for life insurance companies and banks in transmuting individuals’ saving 
into productive investment. 
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And on page 15: 
But. most Canadians, I think, would look for a growing direct 
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participation of Canadian capital in all lines of investment activity, — 


and would expect our major financial institutions to provide leadership 
in that direction. 


If I understand my friend correctly, the feeling is that Inasmuch as a large 
proportion—20 per cent—of the savings of the country are going into insurance 
companies, perhaps it might be possible to give them greater opportunity to 
participate in what is called “enterprise finance” rather than tying up that 
savings proportion in gilt-edged securities which, perhaps, do not do as much 
productive enterprise financing as some people would like to see. 

Mr. Macponne.u: I take it that Mr. Coyne would approve of the fact 
that the amendment contained in these bills is extending somewhat the field 
of insurance investment and I take it that the department will consider with 
industry, as time goes on, whether it could be further extended? 

Mr. Hetuyer: The extension, Mr. Chairman, are very modest, are they not? 

The CuHarrMAN: I would hardly say they are modest and I think perhaps one 
point is being lost sight of. All parliament can do is to extend the powers of 
these insurance companies and the responsibility then rests with the company 
directors as to what extent they take advantage of the powers. 

May I ask this question? Mr. Coyne, do you know of any part of our 
industrial or business economy that is suffering from lack of enterprise capital? 

The Witness: “Suffering” is a very strong word. 


By the Chairman: 


Q. Well, retarded—unduly retarted by lack of enterprise capital?—A. I 
‘ would think it more likely that there would be some business which have found 


it desirable under the circumstances to borrow money by way of bond issues . — 


which might have preferred to get some more money of an equity character 
instead. But they got the money so far. 

Mr. Apamson: Well, Mr. Chairman, the Steel Company of Canada is a 
classic example. Now, we cannot say they have any difficulty in getting money, 
but one of the main problems facing the company is raising more money for 
expansion. The president, in his annual report, made a very definite point of 
that requirement for getting more money for expansion and how to do it with 
the equity or preferred and common shareholders taking care of it. 

The Witness: Well, I would not want to deny in any way that I think, 
and I am sure that everybody thinks, that it is desirable that life insurance 
companies should take part in that process, but what the degree should be at any 
particular time is a matter of judgment. 

Mr. Apamson: Could you say in the portfolios of the life insurance com- 
panies, whether they have invested up to the maximum of 30 per cent? 

The CHatrMAN: Mr. MacGregor will ‘be able to answer that question. 


Mr. Apamson: Have all life msurance companies taken advantage, or most 
of them, of investing to the maximum of 30 per cent in common stock? 


Mr. MacGrecor: That is to say, 30 per cent of the shares of any particular 


corporation? The limit is 15 per cent of the insurance company’s funds that may 
be invested in common shares. 

Mr. Apamson: Have they taken advantage of that? 

Mr. MacGrecor: Well, yes, sir, they have in a few cases in the past. The 
15 per cent limitation was written into the Act in 1932. Prior to that time there 
was no limit and some companies had a very high proportion of their assets in 


common shares. It was that high proportion that contributed to the 15 per cent 


rule. 
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Mr. Apamson: Would you care to say or give your opinion as to whether 
15 per cent is sufficient? 


Mr. MacGrecor: In my opinion, it is ample. 

Mr. Apamson: You would not like to see that increased? 

Mr. MacGrecor: Not for common shares—no. 

Mr. MacponnetL: When you say “ample”, do you mean as far as they 
 can-safely go? 

Mr. MacGrecor: 15 per cent—yes. 

The CHarrMAN: The meeting is adjourned until tomorrow morning at 11.30. 


\ 


The committee adjourned. 


HovusE oF COMMONS, 
TuHurspay, June 15, 1950. 


The Standing Committee on Banking and Commerce met this day at 11.30 
a.m. The Chairman, Mr. Hughes Cleaver, presided. 


The CHarrMAn: Gentlemen, we have a quorum. Are there any further 
questions of Mr. MacGregor on section 9 of Bill X-8? 


K. R. MacGregor, Associate Superintendent of Insurance, called: 


By Mr. Adamson: Bag, 

Q. Yes, I would like to ask Mr. MacGregor a few questions and they arise 
from this: an insurance company is allowed to invest 15 per cent of its funds 
in common stocks. Now, that was brought about by the stock market crash in 
1929. Some insurance companies, particularly the Sun Life, had a very large 
holding of common stock when the market crashed, and it rather jeopardized or 
was thought to rather jeopardize the equity of the securities behind the policies. 
I think there was special legislation put through this House on that account, 
was there not?—A. No, sir, there was no special legislation to impose a limit. 
The 15 per cent limitation was written in for the first time when the present 
general Act was enacted in 1932. 

Q. Well, was not that the reason?—A. In general, yes; there were several 
companies at the time that were above 15 per cent. 

Q. And some of them had considerably over 15 per cent?—-A. That is correct, 


sir. 
Q. Well, I want to suggest this to you, sir, because I feel that we are now in 
another and almost equally dangerous period. While we have not got a wild 
runaway stock market, nevertheless it is unfortunately or apparently the policy— 
certainly of the American government and I am afraid we will be forced to follow 
suit to a very considerable degree—to write into the national economy a constantly 
expanding inflationary item in the equation, and I do not see, and I think that 
economists in the United States do not see anything for it but a decreasing 
purchasing power of the dollar over the next ten, fifteen, twenty, twenty-five or 
forty years, and certainly there is very considerable danger of that happening 
- both here and in the United States. I mean, our expenditures for defence, our 
expenditures for social security, can only have one effect, and the same thing 
- applies in the states, and that is the decreasing value of the purchasing power of 
_ the dollar. 
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Now, if that takes place your only cushion against your lowering purchasing _ 


power of the dollar is in equities, and if your insurance companies are held down 
to the 15 per cent in equities, do you not think they are likely to be adversely 
affected if the conditions which are apparently causing considerable worry take 
place?—A. I would make two comments on that question, sir. First, the present 
limit is 15 per cent on common shares, but the over-all average of the invest- 
ments of our Canadian life insurance companies in common shares at. the 
present time is about 3 per cent, so that they are far away from the limit 
in the Act now. 

With reference to preferred shares, there is no limit in the Act and the 
over-all average is between 2 and 3 per cent, so that I think there is hardly 
any need at the present time to. consider any alteration of the limit under 
the Act now as respects common shares. 

The second comment I would make is that the liabilities of our Canadian 
life insurance companies are monetary debts against which assets are usually 
held in the same currency. While they have large funds in their hands, the 
security of those funds is the first essential. They have not unduly large 
surplus funds. I do not mean to suggest by that that they are not large 
enough, but they are certainly not too large, and investments in any form 
of equity, as you undoubtedly know, sir, are subject to substantial fluctuation; 
if the proportions of our insurance companies’ funds invested in equities, 
whether common or preferred, were increased, then they would have to maintain 
larger surplus funds as a buffer against possible fluctuations. 

It boils down pretty much to whether life insurance companies can 
afford to take those risks. We think they cannot except in a very small 
degree in equities of any kind. 

You made reference to the U.S.A. I may say there that New York 
state is perhaps the most important insurance state in the union. Companies 
there are not permitted to invest in common shares at all and a committee 
earlier this spring gave considerable attention to widening their investment 
- powers. One suggestion was to permit 1 per cent, but no action was taken 
even on that proposal. 


By Mr. Hellyer: 

Q. Does the same rule apply to British companies?—-A. We do not attempt 
to legislate with respect to the investing powers of British companies. We 
merely prescribe the kinds of investments that they may trustee here for 
the protection of their Canadian policy holders. 


Q. What is the limit of their investment in common shares?—A. They 


may trustee in Canada, against liabilities of Canadian policy holders up to 
15--per cent. 

Q. What is their own limit on common shares?—A. There. is no limit. 
Their investment powers are practically unlimited. 

- Mr. Apamson: They can invest in any type of security whatsoever. 

Mr. Macnaucuton: May I pursue this a little further? Is the import 
of your question that the percentage should be increased? 

Mr. Apamson: Well, I was asking for Mr. MacGregor’s opinion on that. 
The import, I would think, would be to increase it, because I feel that with 
the constantly expanding and constant inflationary pressure which the economy 
of this country and the United States is certainly under, that equities averaged 
over the next period of years are probably the most secure form of investment. 
Of course, I am merely speaking as an individual and I was asking the experts 
their opinions. Their opinion is no. 
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The Witness: Investment policies vary, of course, among companies. Some 
/ lean heavily towards mortgages, some more heavily towards corporate finance 
_ —hbonds and shares—with very few mortgages, and so on, but large holdings of 
equities are not in my opinion appropriate for life insurance companies. 


By Mr. Macdonnell: 


Q. Am I right in thinking that whether or not you agree with the views that 
Mr. Adamson has laid down—and personally I hope that sometime it will be 
arranged that it does not turn out in that manner—nevertheless, you say that 
there is a leeway of between 3 per cent and 15 per cent available to the 
companies if they wish to increase their investments in that type of security? 
—A. In common shares—yes. 


By Mr. Adamson: 


Q. I think the answer is that the companies do give consideration to their 
investment policy and it is a huge problem, but they do not utilize the facilities 
of the Act; they are not using up to the 15 per cent they are allowed?—A. Well, 
of course, ‘the primary responsibility of companies is to their policy holders 
and safety is the first consideration, but companies are certainly always on — 
the lookout for investments in securities that will yield the maximum return 
consistent with security of the principal, and our policy in Dominion legislation 
always has been to keep changing the investment provisions from time to time 
to keep up to date. We have followed that policy ever since the investment 
provisions were put in the general Act back in 1899, and really the proposals 
in this bill are just another step in that evolution. 

We think the proposals in this bill do go far enough to permit the companies 
to perform every function that they should be expected to perform, both for 
their policy holders and for the economic system as a whole. 


The CHAatRMAN: Any other questions? 


By Mr. Hellyer: 


Q. Would Mr. MacGregor explain the basket clause for the benefit of the 
members?—A. The so-called “basket” clause represented a new principle intro- 
duced in 1948, sir. In effect, it simply gives companies a margin of 3 per cent 
of their assets in which they have virtually complete freedom to exercise their 
own investment judgment. 

Q. Could that be invested in common shares, say, of a new company which 
did not qualify under the dividend rule?—A. Yes, sir but any common shares 
purchased under that provision would still be subject, like all other common 
shares, to the over-all 15 per cent limit. 


By the Chairman: 
Q. To what extent has advantage been taken of that power?—A. That 
provision was enacted in June, 1948, and the average now is about 14 per cent. 
It has been taken up to the extent of about 50 per cent. 


By Mr. Adamson: 


Q. Under this legislation a company cannot buy stock, or could it, in an 
investment trust? There is such an investment trust holding life insurance 
company shares. Can a life insurance company invest its money in insurance 
company trust?—A. Under this so-called “basket” clause, a company may make © 


any loan or investment not falling within the prescribed classes, subject to the 


limitation that the 15 per cent for common shares must not be exceeded in 
total, that a company may not purchase more than 30 per cent of the shares 
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of any particular corporation and subject to the limitation that it cannot make 
mortgage loans in excess of 60 per cent of the appraised value or purchase 
securities in default. 

Q. Then it could buy trusts of insurance companies. One more question. 
Has any company at any time ever requested the right to pay policy holders 
abroad in gold?—A. I do not recall any, sir. 

Q. I wondered whether it would be of advantage to them because of the 
tremendous business our Canadian companies do abroad—whether, if they had 
that right, it would be of any assistance to them?—A. I doubt it very much. 
Our Canadian companies happily have a reputation second to none for prompt 
payments. Their reputation in foreign fields is certainly second to none. 
I cannot see that a provision to pay in gold, even if the government were 
prepared to furnish the gold for that purpose, would assist them; on the contrary, 
it would be dangerous because the premium would not likely be paid in gold. 

Q. I understand a tremendous business is done in the Orient and that 
Canadian companies do a bigger business than—I think I am right—the United 
States and the United Kingdom put together?—-A. They have done a very large 
business—yes. 

- Q. And in the unsettled state of the Orient at the present time I wondered 
whether it might not be of advantage to them if they had the right to pay in 
gold?’—A. I do not think so, sir. The liabilities incurred by our companies in 
those foreign countries are cenerally in native currencies that are known and 
understood and accepted by the policy holders in those countries. 

Q. What happens when you get into a country like China where inflation 
takes place?—A. Well, both the assets and the liabilities go in the same 
direction—up or down, sir. 

Q. And a policy holder in the Canadian government, say, in China cannot 
insure himself in dollars?—A. Oh, he can if he wishes. There are many Cana- 
dians, Americans and others working in the Orient who take policies in Canadian 
or U.S. dollars or sterling. Usually they would have an expectation of returning 
eventually to Canada or their home land. 

Q. But the natives—do they do the same thing?—A. No, the native business 
is usually in native currency, broadly speaking. 


By Mr. Hellyer: 


Q. What are the percentage limits of mortgages in the United States and 
Great Britain?—A. There is no statutory limit in Great Britain. In the United 
States it is 60 per cent in some states, and it is 66% per cent in other states, and 
in at least one it is as high as 75 per cent providing the company Date, a reserve 
in its balance sheet for the excess over 663 per cent. 

(. Have there been any requests front Canadian companies to increase that 
percentage?—A. We are always reveiving requests or suggestions concerning 
many things. We have received requests to raise that limit but by reason of the 
high valuations and prices now prevailing, we have thought the pie time 
particularly inopportune even to consider it. 

The CHarrMAN: Shall section 9 carry? 


Carried. 


Shall the schedule carry? 
Carried. 


Shall the preamble carry? 
Carried. 


~~ 
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Shall the title carry? 
Carried. 


Shall I report the bill? 
Carried. 


Bill W8 of the Senate—shall the schedule carry? 
Carried. 


Shall the preamble carry? 
Carried. 


Shall the title carry? 
Carried. 


Shall I report the bill? 
Carried. 


We have had referred to us by the House this morning amendments to the 
Loan Companies Act and the Trust Companies Act parallelling the amendments 
which have been made to the Insurance Companies Act. Is it you wish to take 
up these bills now? Bill F10—An Act to Amend the Trust Companies Act. 

Mr. Macnaueuton: I think we should be given a little time to study these 
Acts. It may not have been possible, I know, but I do not know why it should 


not be possible in future. 


Mr. Hetiyrer: Is there any reason, Mr. Chairman, why this could not 
have been brought down a couple of days sooner? 

Mr. Lesage: Are they the same amendments as in the other Act? 

The CHAIRMAN: These bills were originated in the Senate. They reached 
the House of Commons yesterday. The Speaker, you will recall, read the 
advice from the Senate and the Commons has dealt with them very promptly. 

If you wish to deal with them now, we will. If not I will take a motion - 
to adjourn until 4 o’clock this afternoon. 

Mr. Apamson: Could Mr. MacGregor make a statement on them? 

Mr. Macponneuui: Could I just ask this question first? I think this has 
had a quick passage beyond what was expected. Perhaps Mr. MacGregor 
could answer this question. I think the representatives of the trust and loan 
companies rather thought that this Bill would not .be up until tomorrow or 
Monday. Am I right Mr. MacGregor in that? 

The Witness: That is quite correct, sir. 

Mr. Macponnett: In case there was anything that was controversial, 
it would seem a pity to deal with this Bill without the representatives of the 
institutions being here. 

The CuHarrMAN: I think the point is well taken. If any representatives 
of the trust companies or loan companies wish to attend, I think the Bill 
had better stand over until Tuesday and they should be properly notified. 


Mr. Low: I so move that these two bills be left over to the first part of 


~ next week. 


The CuairMAN: Are you ready for the motion. All those in favour? 
Carried. | 


We will adjourn and thank you. 


The committee adjourned. 
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Tuespay, June 20, 1950. 


The Standing Committee on Banking and Commerce met this day at 
11.30 am. The Chairman, Mr. Hughes Cleaver, presided. 


The ,CuHairMAN: Gentlemen, we have a quorum. 


The two bills before us this morning are Bills F10 of the Senate, An Act 
to amend the Trust Companies Act, and Bill J10 of the Senate, An Act to 
amend the Loan Companies Act. Shall we have a general statement from 
Mr. Warwick, Superintendent of Insurance, first? 


Mr. R. W. Warwick, Superintendent of Insurance, called: 


The Wirness: Mr. Chairman and gentlemen, although the Trust Com- 
panies Act was extensively revised in 1947 it is now thought desirable to make 
a few rather minor changes. Page 1, section 1, of the Trust Companies Act: 
The Act as it stands at present appears to contemplate the issue of partly paid 


shares only. Changes have been made in section 1, page 1, to indicate that — 


there is no objection to the issue of fully paid shares of capital from the outset. 

Page 1, sections 2 and 3: These sections deal with the election of directors 
and the provision for presiding officers at meetings. These sections have been 
clarified and also have been extended to include the chairman of the board. 

Page 2, section 4: This section will enable a by-law to be confirmed at 
a special general meeting held before the next annual general meeting. 

Page 2, section 5 

Mr. Firemine: Mr. Chairman, I don’t want to interrupt, but I thought you 
asked for a general statement rather than a special statement about the sections. 
Is there any general statement apart from the fact that this is a revision of 
the Act? . 

The CHAIRMAN: It is a very short bill, Mr. Fleming. 

Mr. -FLtemine: I am familiar with the bill, itself, Mr. Chairman. I was 
under the impression that there was nothing in the bill that called for a general 
explanation except as to the fact that it is a tidying up and an extension of 
the lending powers. 

The CHAIRMAN: Yes, with parallel amendments to other Acts, particularly 
the Insurance Companies Act. : 

Mr. Fiemine: Isn’t that the whole story of the general statement? 

The Witness: That is right, sir. 

Mr. Macnaucuron: Lets go ahead and finish the explanation. 

The CHarrMAN: It will not take long. 

The Witness: Section 5 on page 2. This also makes clear that a company 
may issue fully paid shares, | 

Section 7 on page 3. This is being added to facilitate the transfer of shares 


and securities in the event of the decease of the owner. A similar provision is — 


in the Bank Act, in the Companies Act and also proposed in the recent amend- 
ments to the Insurance Act. 


Mr. Bennett: What about section 6? 
The Witness: Section 6 merely adds the word “Newfoundland”. 
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; Section 8 page 4, relates to the investment of trust funds. The change 
here is to authorize the trust companies to invest guaranteed trust funds in 
income producing real estate. This is similar to the authority given for the 
‘investment of the company’s own funds. 
4 Section 9, page 5: The present Trust Companies Act authorizes only one 
general trust fund with a limit of $3,000 as the total of any one trust that may 
be invested in such fund. This section has been found to be of practically 
no use and it is proposed here to enlarge the powers of a trust company to permit 
_ the maintenance of one or more common trust funds for the investment of trust 
moneys, subject to the limitation prescribed by the laws of the province where 
_ the trust is administered. 
: Also on page 5, section 10: It is proposed to permit the. trust companies 
_ to invest their own funds in real estate for the production of income. It is also 
proposed to change the basis of determining the eligibility of no par value 
common shares to a 4 per cent basis on the capital stock account of the company. 
_ These particular revisions are the same as have been proposed for Canadian 
Insurance Companies. 

Section 11 on page 7: The Act now makes provision for the acquisition 
by agreement of other trust companies; however, the investment by .a trust 
company in the shares of other trust companies is prohibited. To put Dominion 
companies on a competitive basis with provincial companies it is proposed in 
this section to permit the acqusition of other companies through the purchase of 
their shares, subject however to prior authorization in each case by the Treasury 
Board; also the requirement that the purchased company must be taken over 
completely within a two year period. 

Those, gentlemen, are the more important points of the bill. 

The CuHairMAN: Thank you, Mr. Warwick. 

We have with this morning also Mr. L. G. Goodenough, Counsel for the 
Dominion Mortgage and Investments Association and also for the Trust Com- 
panies Association of Ontario; Mr. Jules E. Fortin, Secretary Treasurer of the 
Dominion Mortgage and Investments Association; Mr. C. N. Bissett, the Hastern 
_ Trust Company, Montreal; and Mr. E. L. Parent, Guaranty Trust Company, 
Ottawa; and Mr. J. S. Shakespeare, of the Ottawa Valley Trust Company, 
Ottawa. 

Would any of you gentlemen wish to make any representations to the 
committee? 


5 Mr. GoopenoucH: Mr. Chairman, both the Dominion Mortgage and Invest- 
ments Association and the Trust Companies Association of Ontario are interested 
- in the Trust Companies Act. As you know, the Trust Companies Act was first 
enacted in 1914 and it was not until 1947 that there were. any amendments to 
any of the sections of that Act, and naturally during the intervening thirty-three 
years a considerable number of sections became obsolete, inadequate and out of 
date, due to changes in business methods and methods of financing and procedure. 
In 1947, as Mr. Warwick mentioned, a number of amendments were made with 
a view to bringing the Act up to date and more into line with corresponding 
provisions in the Insurance Companies Act. At that time the companies would 
have liked to have had a few further amendments with respect to investment 
powers, but those matters were deferred pending consideration of the investment 
powers of insurance companies, and this year the amendments that are being 
made follow along the lines of those made in the Insurance Companies Act a 
few days ago, and also are to tidy up a few other sections that were overlooked 
in 1947. The representatives of the companies have during the last few weeks 
been discussing the proposed bill very thoroughly with the department, and the 
companies are in agreement with the amendments as proposed. 
65167—3 
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The CHarrMAN: Has ene else any remarks he would like to make before 
we proceed with the bill? 
On section 1, shall section 1 carry? 


Carried. 


On section 2? Shall the section carry? 
Carried. 


Section 3? Shall the section carry? 
Carried. 


Section 4? Shall the section carry? 
Carried. 


Section 5? Shall the section carry? 
Carried. 


Section 6? Shall the section carry? 
Carried, 


Section 7? Shall the section carry? 
Carried. 


Section 8? 
Mr. Fraser: Could we have an explanation of this section? 
The Cuarrman: Mr. MacGregor, would you please supply the answer. 


Mr. K. R. MacGrecor (Associate Superintendent of Insurance): Clause B 
has four clauses. Subclauses 3 and 4 relate to the lending powers of trust 
companies; subclause 3, relates to unguaranteed trust funds and subclause 4 to 
guaranteed trust funds.. The change made in those subclauses is to make it 
clear that where a prior lien exists, the loan being made together with the prior 
_lien, shall not exceed 60 per cent of the value of the property. As the subclauses 
now read the first charge might be ignored. 

Looking then at subclause 1, that subclause relates to the investing powers 
of trust companies with respect ‘to unguaranteed trust funds. The investment 
powers of trust companies with respect to guaranteed trust funds is dealt with 
by cross reference. ‘That is why only one clause appears here. The change being 
made is to bring the investing powers into line with the lending powers expressed 
in subclauses 38 and 4. Not many mortgages are acquired by purchase or invest- | 
ment. Ordinarily, as you know, they are made by trust companies or financial 
institutions in the first instance as direct mortgagees. Subclause 1 relates only 
to the case of the purchase of an existing mortgage.’ At present that subclause 
is restricted to first mortgages and is inconsistent with the main lending powers 
in subclauses 3 and 4. 

Subclause 2 relates to so-called ‘‘income producing” real estate. It author- 
izes the investment of guaranteed trust funds to the extent of 5 per cent of the 
total guaranteed trust funds and follows, in general, the rules for insurance 
companies prescribed in the Insurance Bill. 

Any property being purchased must be leased back to a corporation of 
“substance”, as the explanatory note says, being a corporation with a dividend 
record good enough to qualify that corporation’s debentures or shares as an 
investment. The revenue under the-lease must be sufficient, as in the Insurance 
Bill, to yield a fair return during the term of the lease and to amortize at least 
85 per cent of the investment price during the term of the lease, not however, 
exceeding thirty years. 


Mr. MAacboNNELL: I take it that real estate which might come into the 
company’s hands—foreclosures—would not be included? | 


BANKING AND COMMERCE 33 


Mr. MacGrecor: These sections have no application to foreclosures. 
Mr. Apamson: Why is the figure 85 per cent the amortization figure? 


Mr. MacGrecor: 85 per cent was chosen because in some of these deals 
- that amount is specified in the lease as a repurchase option at the end of the term. 
It will also ensure in most cases the complete writing off the building, leaving 
the other 15 per cent to cover the land. 


The CHarrMan: Are there any further questions on section 8? 
Mr. AsHBourNE: That section could apply to freehold real estate— 
The CHAIRMAN: What subsection are you referring to? 


Mr. ASHBOURNE: Page 8—provided the amount does not exceed 60 per cent 
of the value of the real estate. How is the value ascertained? 


Mr. MacGrecor: Usually, sir, by independent appraisal. The Department’s 
examiners always look for an independent appraisal. In some cases the compa- 
nies’ own officers or employees make appraisals but where there is not a wide 
margin in the loan the examiners always look for an independent appraisal. 


Mr. Apamson: I have just one question. Have you any machinery dealing 
with communities—where there is a proper town plan or a proper loaning 
restriction in force? I happen to know of one or two communities where there © 
is no plan and it is impossible to get a mortgage at all to build any type of 
house in that community. In other communities where there is a plan mort- 
gages can be arranged quite simply? Would you like to comment on that? 
Is there any machinery with regard to that? 


Mr. MacGrecor: There is nothing specific in the Act with reference to that 
point. The sole discretion and responsibility for making loans rests with the 
management of each company. The point is not referred to in any way with 
this Act. 


Mr. Hewuiyer: I wonder if Mr. MacGregor would tell us whether the depart- 
ment appraisal is made at public expense? - 


Mr. MacGrecor: Appraisals of properties owned by a company are made 
at the company’s expense and in any case where the Department is of the 
opinion that a parcel of real estate is carried at an excessive value we may 
request the company to secure an appraisal—the department names the 
appraiser, and in every case the company pays the cost. 


Mr. Heuuiyer: It has been my experience that. the applicant for the mort- 
gage pays for the appraisal? 


Mr. MacGrecor: That is the rule where a new loan is being obtained. 
I had in mind appraisals with respect to a property already owned by a trust 
company. 
The CHARMAN: Shall section 8 carry? 
Carried. 


Section 9. 

What is “common trusts funds” referred to in this section? 

Mr. MacGrecor: “General” and “common” are synonomous in the context. 
A “general” or “common” trust fund is a fund in which moneys belonging to 
various estates and trusts are combined for the purpose of facilitating invest- 
ment. This clause, of course, permits a combination of trust funds in that 
manner only if the trust instrument does not otherwise direct; it does not apply 

_if the trust instrument calls for the specific ear-marking of the assets. 


The CHarRMAN: When the funds of a general or common trust fund are 
invested, if the yield rates vary, how is that pro-rated among the funds which 
are pooled? 


= * 45 
ee se 


34 STANDING COMMITTEE ON 


Mr. MacGrecor: The interest earned by ihe common fund would be 
allotted pro rata to the various accounts in the fund in proportion to the book — 
value of the trusts included in the common fund. 


The CuHairMAN: Are there any further questions with respect to section 9219 
Shall section 9 carry? 


Carried. 


Section 10. 

Mr. Fraser: What was the amount permitted to be carried by stock com- — 
panies before this 30 per cent of the total issue of the stocks of any corporation? — 
What was the limit before? | 


Mr. MacGrecor: It has always been 30 per cent in the case of insurance 
companies and loan companies; and it was always 30 per cent in the case of 
trust companies from the beginning in 1914 until the amendments of 1947 when, 
for some unexplainable reason in the revision of the Act in that year, 20 per 
cent was ‘written into this section. The change to 30 per cent now merely — 
restores it to what it is in all other comparable Acts and to what it was in this — 
Act until 1947. 

Mr. Fraser: With respect to your stipulation to pay dividends on common 
shares of at least 4 per cent of the average value at which the shares were 
carried etc. etc., that has to be carried for seven years? 


Mr. MacGrecor: This clause, sir, relates to the investment of the company’s © 
own funds. Heretofore, the dividend required was 4 per cent of the par value, 
in the case of shares of par value, or $4 per share in the case of shares of no 
par value, and in each case for seven consecutive years prior to the date of the — 
investment. The change now being made is to bring the test for no par value — 
shares into line with the test for par value shares, being in each case 4 per cent 
of the average value at which the shares are carried in the issuing corporation’s © 
own books. There is no change with respect to shares of par value. 


Mr. Fraser: It is simply a change in the terminology or wording? 


Mr. MacGrecor: In substance there is no change in relation to par value | 
shares, but there is a change— 


Mr. Macnaucuton: This is a more conservative policy than is followed 
in the United States, generally speaking? 


Mr. MacGrecor: The laws in the United States vary so that it is rates 
difficult to make a general answer. In some states, common shares are excluded — 
altogether. There would be no change here in the seven year record required 
or in the basic test of 4 per cent. It is partly to meet the practical situation — 
caused by splits in recent years. The effect is that the $4 test has become very 
arbitrary and has ruled out a great many of the very best stocks. 


Mr. Apamson: It does not mean that the trust company would have to 
buy stocks yielding 4 per cent? 
Mr. MacGrecor: Not in reference to the price paid for the stock. 


Mr. Apamson: It means that the test is that the company would have 
to pay 4 per cent on the value of the stock, of its own common stock which it~ 
carries on its books? 


Mr. MacGrecor: That is correct. : 


Mr. Apamson: Do not many companies carry their common stock at 
a very nominal sum on their books? 


Mr. MacGregor: It is not possible to change the value easily. Where. 


shares are sold, the whole of the proceeds less a certain margin must be 
included in the ‘corporation’s capital account, and it is not generally possible 
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to change the amount in the corporation’s books without obtaining supple- 
mentary letters patent. That applies both in this country and I think I can 
say in every state of the union, even in one state where incorporation is fairly 
easy to obtain. 

Mr. Apamson: Is that Delaware? 

Mr. MacGrecor: Yes. 

The CuHairMAN: Shall Section 10 carry? 

Carried. 


Section 11 “Acquisition of business of other companies by purchase of 


shares.’ Shall section 11 carry? 
Carried. 
Section 12. Shall section 12 carry? 
Carried. 
Shall the preamble carry? 
Carried. 
Shall the title carry? 
Carried. 
Shall I report the bill as carried? 
Carried. ? 
Now, Bill J 10, “An Act to amend the Loan Companies Act.” 
Section 1. 


By Mr. Macdonnell: 


Q. Could we have a general word from Mr. Warwick as we did in the 
case of the former bill today?—A. Mr. Chairman, these two bills are identical 
in substance and in changes throughout except that there is no counterpart in 
this bill to the common trust fund section; otherwise it is the same in substance. 

The ‘CHarrMAN: Shall Section 1 carry? 

Mr. Hetuyrr: Is there a case of a head office, or a possible case of a 
head office being located where there is no daily newspaper? 

Mr. MacGrecor: Would you mind repeating your question, please? 

Mr. Hewutyrer: It say: ‘...at the place where the head office of the 
company is situated....” Suppose there is no newspaper at the place where 
the head office is situated, could publication be made in the nearest news- 
paper? Is there any definition or reference to that possibility in the Act? 

Mr. MacGrecor: No, sir, there is not. I might say that there are only 
five loan companies to which this Act applies, and I think that in every case 
they are located where there is a newspaper published. 

Mr. Hetuyer: That is of course coincidental in some respects but not 
necessarily economical. It is possible that one might be so located. 

Mr. MacGrecor: If a company changed its head office, or if a new loan 
company were incorporated; but there has not been a new loan company 
incorporated for a good many years, and it may be doubtful whether there 
will ever be any more of them. 

The CuarrmMan: I think we could safely run that risk, 

Mr. Apamson: I wonder if we could have a list of those companies for 
the record? I feel it might be of interest to have them. 
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Mr. MacGrecor: The Canada Permanent Mortgage Corporation; the 
Central Canada Loan and Savings Company; the Eastern Canada Savings and 
Loan Company; the Huron and Erie Mortgage Corporation; and the Inter- 
national Loan Company. 

Mr. Apamson: Does not the Canada Permanent Mortgage act as trustees 
as well? 

Mr. MacGrecor: There are two companies, the Canada Permanent Mort- 
gage Corporation and the Canada Permanent Trust Company. There are 
two companies. . 

Mr. ApAmson: I see. But they have more or less the same directors, do 
they not? 

Mr. MacGrecor: Yes, but they are entirely separate companies. 


Mr. MacnavueutTon: Publication in the Canada Gazette would surely 
cover any question of there being no local newspaper. 

The CHarrman: It says both, “...in one or more newspapers... and in the 
Canada Gazette”. 


Mr. MacGrecor: Clause 1 relates only to the case where a new company is 
being started; the reference is to the provisional directors. 


Mr. Ritny: Suppose you wanted to Op Onae such a company in a place 


where there was no newspaper? 


The CHAIRMAN: In that case I suppose you would have to establish a news- 
paper. Shall section 1 carry? 


Carried. 


Section 2 “President, vice-president, chairman of the board”. Shall the 
section carry? 


Carried. 


Section 38. “Chairman at meetings of Board”. Shall the section carry? 
Carried. 


Section 4 “Confirmation of by-laws”. 
Carried. 


Mr. Heutyer: Is there anything to prevent the directors from re-making a 
by-law after the meeting held to ratify it has turned it down? 


Mr. MacGrecor: I do not think so, sir, but I cannot imagine any directors 
acting in that way and lasting beyond the next annual meeting. 


The CHAIRMAN: Shall section 4 carry? 
Carried. 


Shall section 5 carry? 
Carried. 


Shall section 6 carry? 
Carried. 


Shall section 7 carry? 
Carried. 


Shall section 8 carry? 


Mr. Apamson: That is exactly the same as the section in the other bill, 
Bill F.10? 
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The Cuarmman: Right. 
Shall the section carry? 


Carried. 


Shall section 9 carry? 
Carried. 


Shall section 10 carry? 
Carried. 


Shall section 11 carry? 
Carried. 


Shall the preamble carry? 


Mr. Hetiyer: Mr. Chairman, reverting back to section 10 (c), I just 
wondered what the limitation is in section 63? 


The Witnsss: Section 63 says: “The company shall not (a) lend or advance 
money upon the security of its own stock; (b) invest in or lend money upon 
the security of the stock of any other loan company; (c) lend upon the Bet 
of or purchase or invest in bills of exchange or promissory notes”. 

The purpose of paragraph (c) in clause 10 is to set aside, for this seein 
purpose, the prohibition against purchasing the shares of another loan company. 


By Mr. Adamson: : 


Q. Is there such a thing as there is in insurance companies, an investment 
trust dealing with trust companies’ stock, that you know of? I do not think 
_ there is but I just wondered if there were?—A. No, sir. 

Q@. There is no investment trust dealing in financial institutions?—A. As a 
shareholder? 

@. Yes.—A. Certain shares of some of our companies are held in trust but 
I do not know of any investment trust. 

Q. In insurance company stocks, there is a special investment trust dealing 
in nothing else but insurance company stocks and I was wondering whether 
there was an investment trust dealing in bank stocks?—A. I know of none in 


_ reference to trust companies. 


The CuHatrRMAN: Shall the section carry? 
Carried. 


Shall the preamble carry? 
Carried. 


Shall the title carry? 
Carried. 


Shall I report the bill? 
Carried. 


Thank you, gentlemen. The meeting is adjourned. 


The committee adjourned. 
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ORDERS OF REFERENCE 
(Having application to Torquay Negotiations) 


Fripay, February 16, 1951. 


; Resolved,—That the following Members do compose the Standing Com- 
eaitee on Banking and Commerce:— | 


Messieurs | 

Adamson, Fournier (Maisonneuve- Maltais, 
Argue, Rosemont), Maybank, 
_ Arsenault, Fraser, MeMillan, 

Ashbourne, Fulford, Picard, 

~Balcom, Fulton, Richard (Gloucester), 
Beaudry, Gingras, Richard (Ottawa East), 
Bennett, Gour (Russell), Riley, 

Blackmore, ! Harkness, | Sinclair, 

Bradette, Harris (Danforth), Smith (Moose 
-Breithaupt, Hees, Mountan), 
Brooks, Hellyer, Smith (York North), 
Cannon, Helme, _ Stewart (Winnipeg 
Carroll, Hunter, ' North), 

Cleaver, Laing, Thatcher, 

Coté (St. Jean-Iberville- Leduc, | Ward, 
— Napierville), Low, Welbourn, 

Crestohl, Macdonnell White (Hastings- 
Dumas, (Greenwood), Peterborough)—50 
Fleming, Macnaughton, 


; (Quorum 15) 


Ordered,—That the Standing Committee on Banking and Commerce be 
empowered to examine and inquire into all such matters and things as may be 
referred to them by the House; and to report from time to time their observations 

and opinions thereon; with power to send for persons, papers and records. 

Attest. 

LEON J. RAYMOND, 
Clerk of the House. 


. Tuurspay, March 1, 1951. 
Ordered, —1. That the quorum of the said Committee be reduced from 15 
members to 10, and that Standing Order 63(1)(d) be suspended in relation 
_ thereto. 

2. That permission be granted to the said Committee to sit while the House 
is sitting. 

é Attest. ; 

E. R. HOPKINS, 


for Clerk of the House. 
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Monpay, May 21,.1951. 


Ordered,—That the subject matter of the Torquay negotiations, namely, — 
The Final Act of Torquay; the Decisions, Agreeing to Accession; the Torquay — 


Protocol to the General Agreement on Tariffs and Trade; the modifications of 
the Schedules to the General Agreement on Tariffs and Trade resulting from the 


Torquay negotiations, and the Declaration on the Continued Application of these 


Schedules, be referred to the said Committee. 


Turspay, May 29, 1951. 


Ordered,—That the said Committee be empowered to print from day to day — 


such papers and evidence as may be ordered by the Committee, and that Stand- 
ing Order 64 be suspended in relation thereto. 


Attest. 
LEON J. RAYMOND, 
Clerk of the House. 


Tuurspay, March 1, 1951. 


The Standing Committee on Banking and Commerce begs leave to present 


the following as a 
FIRST REPORT 


Your Committee recommends: 


1. That the quorum be reduced from 15 members to 10, and that — 


Standing Order 63 (1) (d) be suspended in relation thereto. 
2. That permission be granted to sit while the House is sitting. 
All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


(Nore: The Second, Third and Fourth reports deal with Private and : 


Public bills in respect of which no verbatim record of evidence was taken). 


‘Turspay, May 29, 1951. 


The Standing Committee on Banking and Commerce begs leave to present ! 


the following as a 
FIFTH REPORT 


Your Committee recommends that it be empowered to print from day to day — 
such papers and evidence as may be ordered by the Committee, and that Standing 


Order 64 be suspended in relation thereto. 
All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


MINUTES OF PROCEEDINGS 


Turspay, May 29, 1951. 


‘ The Standing Committee on Banking and Commerce met at 11.00 o’clock 
a.m. Mr. Cleaver, Chairman, presided. 


Members present: Adamson, Argue, Baleom, Bennett, Blackmore, Carroll, 
" Crestoh, Fleming, Fraser, Fulford, Fulton, Gour (Russell),, Harkness, Helme, 
Hunter, Laing, Low, Macdonnell (Greenwood), McMillan, Picard, Richard 
| (Gloucester) , Richard (Ottawa East), Sinclair, Smith (Moose Mountain), Smith 
; (York North), Thatcher. 


In attendance: Mr. Hector B. McKinnon, Chairman of Tariff Board; Mr. 
~W. J. Callaghan, Commissioner of Tariff, Department of Finance; Mr. Bis: 
Reisman, International Economic Relations Division, Department of Finance; 
e Dr, C. M. Isbister, Director, International Trade Relations Branch, Department 

of Trade and Commerce: Dr. E. A. Richards, Principal Economist, Department 
of Agriculture; Mr. H. H. Wright, Department of External Affairs. 


. On motion of Mr. Bennett: 

Resolved,—That the Committee recommend that it be empowered to print 
from day to day such papers and evidence as may be ordered by the Committee, 

and that Standing Order 64 be suspended in relation thereto. 


On motion of Mr. Sinclair: 


Resolved —That Agenda Committee of six members be appointed by the 
Chairman, 


The Order of Reference of Monday, May 21, 1951, was read by the Clerk. 


Copies of the following documents embodying the results of the Torquay 
Negotiations were distributed, namely: 
1. Final Act of Torquay. (Final Act authenticating the results of 
tariff negotiations concluded at Torquay, beginning September 28, 1950, 
and ending 21 April, 1951) 
2. Decisions Agreeing to Accession. Decision by the Contracting 
Parties agreeing to the Accession of Austria to the General Agreement on 
Tariffs and Trade) 
3. Torquay Protocol to The General Agreement on Tariffs and Trade. 
4. Declaration on the continued application of the schedules to the 
} General Agreement on Tariffs and Trade. 


(See Appendix A) 


’ Mr. McKinnon was called, made a general statement on the Torquay Nego- 
_tiations and was questioned thereon. 

} ‘ ° . 
. Dr. Isbister was called, made a statement on the concession received for 
Canada from other countries by the Torquay Negotiations and was questioned 


: thereon. 


’ At 12.50 o’clock p.m. the Committee adjourned to meet again at 4.00 o’clock 


a m., Wednesday, May 30, 1951. 
R. J. GRATRIX, 


Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or ComMMOoNs, 
May 29, 1951. 


The Standing Committee on Banking and Commerce-met this day at 11:00 
a.m. The Chairman, Mr. H. Cleaver, presided. 


The CHatmRMAN: Gentlemen, we have a quorum. There are two routine 
motions which should be dealt with first. First, there is a motion to take 
power to print. Mr. Bennett moves that the committee recommend that it be 
empowered to print from day to day such papers and evidence as may be 
ordered by the committee and that Standing Order 64 be suspended in relation 
thereto. All those in favour please signify? Those opposed, if any? 

Carried. 


Next we have a motion by Mr. Sinclair who moves that six members be 
appointed by the chairman as an Agenda Committee. The customary practice 
is that I receive recommendations for two from the Conservative members of 
the committee, and one from the other parties. Shall the motion carry? 


Carried. 
I shall now ask the clerk to read our order of reference. 
The CLERK: 
Monpay, May 21, 1951. 


Ordered —That the subject matter of the Torquay negotiations, namely, 
The Final Act of Torquay; the Decisions Agreeing to Accession; the Torquay 


_ Protocol to the General Agreement on Tariffs and Trade; the modifications of 


the Schedules to the General Agreement on Tariffs and Trade resulting from 
the Torquay negotiations, and the Declaration on the Continued Application of 


_ these Schedules, be referred to the said Committee. 


The CHarrMAN: Gentlemen, at the time the Geneva Trade Agreements 


-were referred to this committee in 1948, the practice that the committee then 


adopted was to have a general statement from Mr. McKinnon. 
Perhaps I should put on the record right here that we have in attendance 


_ this morning Mr. Hector B. McKinnon, Chairman of Tariff Board; Mr. S. S. 


Reisman, International Economic Relations Division, Department of Finance; 
Mr. W. J. Callaghan, Commissioner of Tariff, Department of Finance; Mr. C 
M. Isbister, Director, International Trade Relations Branch, Department of 
Trade and Commerce; Dr. E. A. Richards, Principal Economist, Department of 


_ Agriculture; and Mr. H. H. Wright, Department of External Affairs. 


Our practice last time was to have a general statement from Mr. McKinnon 
which would more or less convey to the committee the nature of our task, and 
then to hold a meeting of the agenda committee to decide on procedure. Is 
that procedure satisfactory to this committee in regard to the Torquay 
Agreement? 

Mr. MacponNELL: It seems very satisfactory to me, Mr. Chairman. 


The CHarRMAN: Mr. McKinnon? 
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Mr. Furemince: Will Mr. ckntiGh and the other officials be available to 
meet with the committee from time to time? 


The CHAIRMAN: ‘There is no question about that. 

Mr. Macponnett: How should we pronounce Torquay? 

The CuarrMan: We shall ask Mr. McKinnon to give it to us. 

Mr. McKinnon: The Torquay people call it “Torkee”’. 

Mr. Fremine: That pronunciation will be official in the committee from 
now on. 


The CHarrMAN: Would you care to make your statement on the agreement, 
Mr. McKinnon? 


Mr. Hector B. McKinnon, Chairman of the Tariff Board called: 


The Witness: Mr. Chairman and gentlemen: Since you ask me to make 
a general statement, I cannot help but think of the remark of a famous French 
philosopher who said on one occasion that ‘All generalizations are incorrect, 
including this one”. Since general statements have already been put on 
Hansard by both the Minister of Finance and the Minister of Trade and 
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Commerce, it is a little difficult to make a statement of a very general nature — 


without repeating, to some extent at least, the remarks that are already on 
Hansard. 

However, looking Te the committee I notice the faces of quite a number 
of the members who were on Banking and Commerce Committee when we dis- 
cussed the Geneva Agreements in 1948; and it seems to me that probably the 
best introduction, since the committee wishes to have something in the nature of 
a general statement, would be a few remarks to show, if possible, the similarity 
between Geneva and Torquay, or, contrarrwise, the ‘dissimilarity between the 
two, because the two sets of negotiations were not exactly parallel. 


In doing that, Mr. Chairman, I shall try to avoid, as far as I can, anything © 


that was put on Hansard by the ministers I referred to. I am sure that most 
of us who were here when we met in 1948 for several weeks felt, at the end of 


the sessions, that members of the Committee knew about as much concerning — 


the agreements as did the officials. 
You will recall that when we went to Geneva in 1947 we went to a meeting 
of some 23 countries called under the auspices of the United Nations. We went 


there with two primary purposes: The first of these was to formulate a charter — 
which would govern the operations of an international trade organization 


under the auspices of the United Nations; the second was to do the actual work 
of conducting the first round of tariff negotiations under the so-called charter. 
Before we left Geneva, however, everyone recognized that the charter, 
which perhaps was somewhat grandiose in its conception, would go on from 
Geneva to a meeting at Havana, and that at Havana there would be repre- 
sentatives of many countries who were not at Geneva. And therefore there 


might be among them kings who knew not Joseph, and who would not exactly — 


like the charter we had roughed out. 
We also felt quite definitely that the charter might take quite a long time 


in being ratified by the various countries, and that in, the process of ratification — 


it might have a rather rough passage. 


Feeling that to be the case, before we left Geneva, Mr. Chairman, we 


extracted from the voluminous so-called charter some of the most important and 
vital considerations relating to commercial policy, and we embalmed them in a 
miniature charter. I have always described it that way. It is not exactly 
accurate, but it is fairly descriptive. We embalmed in a separate instrument 
those few vital principles. 
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‘Mr. Macponne.u: Is that word “embalmed” to be taken literally? 


The Witness: Not exactly. I shall come back to it. 

We embalmed those few vital principles in a small document which for want 
of a better name—and it is a clumsy one—we called the General Agreement, 
because it was done by general agreement. It arose out of the desire among the 
representatives of the 23 countries who met there in anticipation of a charter being 
approved some time in the future, to create a smaller charter which would 
serve as a set of governing rules for the carrying out and the implementing of 
the tariff negotiations which accompanied its making. 

Might I recapitulate: We went to Geneva to do two things: First to 
formulate this charter, the first of its kind, and second, to carry out tariff 
negotiations; and third, as a precaution, to insert some of the most vital princi- 
ples of the charter in an abridged edition that we called the General Agreement. 

You will remember, sirs, that it was to last for three years, the three year 
term being from the Ist of January 1948 until the end of December, 1950. 

Now might I switch to Torquay. The three years have passed. Thirty- 
four countries met instead of twenty-three, and we went this time with three— 
not two—primary and most important objectives. 

The first was, if possible, to extend for another period of three years the 
General Agreement that had been adopted at Geneva. 

The second was, if possible, to enlarge some of the tariff schedules which 
had been negotiated at Geneva. In this connection, I am thinking particularly 
of the agreements which Canada negotiated with the United States, France, 


‘Benelux, and some of the more important commercial countries in the world. 


The third objective was, if possible, to negotiate for the first time with 
some other countries which had not been represented at Geneva, but which had 
manifested a desire to join the “club”, if I may use that word. In other words, 
we want to negotiate with what are called the acceding countries in contra- 
distinction to the contracting parties. 

We had a difficult situation to deal with arising out of article 28 of the 
General Agreement, which is the article that recognized that the tariff arrange- 
ments made at Geneva were for a period of three years firm, and that at the 
end of three years any country might withdraw concessions which it had 
granted at Geneva or modify them if in its own opinion it had reason for doing 
so. I merely cite that in passing because it was the legal right of any country 
represented at Torquay to re-negotiate an item that had been previously 
negotiated. 

Now to recapitulate the Torquay situation: 34 countries instead of 23; the 
first objective, extending the Geneva schedules for another three years, pretty 
much in toto. The seeond, enlarging existing schedules where possible; and 
the third, to make new agreements with acceeding countries; and lastly, to deal 
with any difficult situation that might arise in respect of a country exercising 
its right under article 28 to modify or withdraw concessions. 

Now a few words as to the results at Geneva, not attempting to appraise 
them, because that is for the committee, but merely to cite them under some 
general headings. 

In the first place, we were able to confirm an impression we had in our 
own minds at Geneva as to the extreme importance of the miniature charter 
known as the General Agreement. By the time we reached Torquay it was 
common belief that there would not be a charter. While we were at Torquay, 
(as I think most of the members know) prominent officials in the United States 
government publicly stated that the charter would not be proceeded with. That 
meant simply that the General Agreement which had been made at Geneva took 
on the character of being rather more than merely ancillary to the charter; it 
had become, in effect, the only agreement. Therefore we faced, not more than 
we had anticipated but more than many might have anticipated, we faced the 
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fact that it was now the cornerstone of the whole structure. There would be no 
charter and there would probably be no international trade organization, and 
the sole instrument that was binding these’ tariff schedules together was the 
so-called General Agreement. 

There was only one defection at Torquay from the list of countries which 
had negotiated at Geneva. That was Lebanon. I need only say the word to 
‘show you that there was no substantial change of mind among the participating 
countries. Lebanon was the only -country which signified that it was not 
carrying on any longer as a member under the General Agreement. 

We were able at Torquay to extend for another period of three years our 
agreement with every country with which we had successfully negotiated at 
Geneva. I think sometimes that is overlooked by the public, although it was 
in essence the primary purpose for which we went to Torquay—to prevent the 
lapsing of the agreements which had been achieved at Geneva. It is easy to 
say in a sentence that we were to secure such extension, but, as a matter of fact, 
it is the greatest achievement of Torquay, that 34 countries were willing to carry 
on for another firm period of three years what had been agreed at Geneva. 

Our second purpose was if possible to enlarge the agreement we had made 
at Geneva with some ten or twelve of the most important trading nations of 
the world. We were successful, in that we enlarged our existing agreements 
with ten of the contracting parties. The most important of these, commercially, 
were of course, the United States, France; Italy, Sweden, Norway, and Denmark. 

In addition we were successful in our third objective, namely, that of 
attempting to make pacts or agreements with the countries which desired to 
associate themselves with the General Agreement. In each case we were 
- suecessful and the six acceding countries will become members when they are 
voted upon in due course, provided they receive the vote of two-thirds of the 
existing members. They will then be full-fledged contracting parties. Antici- 
pating their full status, we have negotiated successfully with the’ six countries 
which wish to join, they being Austria, Germany, Korea, Peru, The Philippines, 
and Turkey. 

The final objective was that of negotiating or renegotiating items, under 
article 28 of the Agreement and in this we were successful. Since ‘certain 
countries wanted to withdraw concessions given to Canada at Geneva, we met 
with their negotiations and discussed the proposed withdrawals. Tn each 
instance, we re-negotiated and accepted compensation for any items that were 
withdrawn. Dr. Isbister can furnish more detail later. I may merely repeat that, 
in addition to extending the Geneva agreements for three years, and in addition 
to enlarging existing tariff arrangements with 10 countries, and in addition to 
making successful agreements with six new acceding countries. we emerged 
practically unscathed from the re-negotiation of items ‘under article 28. 


Mr. Macponnetu: Who negotiated for Korea? 
The Witness: The head of the delegation was the Korean ambassador in 


London; different officials of the embassy were present during the actual 


negotiations. 

The net result of Torquay i is that what had been done at Geneva is extended, 
firm, for another three years; quite a number of new countries have been added 
to the membership of the club; enlarged schedules have resulted, covering a 
very considerable sector of commodities not covered at Geneva; and lastly, 
but not least important, the tariff treatment of thousands of commodities is 
stabilized for a further period of three years. I submit that when 34 countries 
have signed (or are in the process of signing) an obligation to carry on an 
agreed commercial policy for a further period of three years, thus giving a 
degree of stabilization to international commercial policy and tariff treatment, 
that that is of considerable significance at the present time. 
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I do not know that at the moment you wish I should go into the particular 
agreements in detail, Mr. Chairman; that could follow at the will of the 
committee. I might, however, say a brief word about one or two of the most 
important. As regards the United States, we appreciate that Torquay might 
afford the last opportunity for Canada ‘to negotiate a commercial policy arrange- 
: ment with the United States under the legislation which has been used by that 
: 


country up to the present time. I refer to the Trade Agreements Act, which 

we knew was due to expire on the 12th of next month. These were grounds for 

the belief that if the Act were to be extended at all by the United States 

Congress, (a) it might not be extended for three years, (b) the Act itself 

might be considerably tightened and made more restrictive, and (c) the climate, 

if I may use that word, in Congress, might on the whole not be too sympathetic 
: to a continuation of the principles enshrined in the Reciprocal Trade Agreements 
Act. Therefore, feeling that we might not get another “crack” at the United 
States under existing legislation and that the new legislation might be such that 
we could not make much use of it, the delegation set out deliberately to exhaust 
: the powers of the United States negotiators. You see, sir, Canada had 
negotiated with the United States in 1935, again in 1938, again in 1947, and was 
: again so doing at Torquay in 1950. That means that in a period of some 
fifteen years there would have been four full-scale negotiations with the United 
States and we knew that we were getting pretty close to scraping the bottom 
of the barrel. Therefore, we said “Let us get whatever we can get while the 
going is good, and thus exhaust the powers of their negotiators”. And that is 
just about what we have done. There is very little left now on which Canada 
could successfully negotiate a substantial commercial policy agreement with 
the United States under their existing legislation. 

We made a very special effort with France for many reasons, not least the 
fact of the sentimental tie between France and French-speaking Canada, and 
I think we were particularly successful in our negotiations of a larger agreement 
with France. 

The same might be said, perhaps with less emphasis, about the Scandinavian 
countries and some of the smaller countries. Of the six new acceding countries, 
the most important, of course, from a commercial point of view, is Western 
Germany. The Germans sent to their first negotiation an extremely competent 
and large delegation. We set out to get as substantial an agreement with 
Germany as we could, since it seemed to us that Western Germany might 
conceivably, with France, be the key to the whole European commercial-policy 
situation. That does not mean to say that some of the other acceding countries 
are not important. I think that everyone was glad to welcome Turkey into 
the club and it was our duty to see that the Turks paid their dues before they 
joined as members. We got a number of concessions from Turkey and in return 
did not have to give a great deal. 

There is one other aspect of the subject that may come up, Mr. Chairman, 
and I shall say, only one or two sentences about it. A good deal has been made 
in the press—and I do not mean the press of Canada alone, but the press of the 
United States and Great Britain—of the fact that the United Kingdom, Australia, 
; South Africa and New Zealand failed to reach agreements with the United States. 

Everyone knows, of course, that the matter of the-treatment of preferences was 

a basic consideration with those four countries. The position of the Canadian 
. delegation as regards the impairment or elimination of preferences I might put, I 
think, in one sentence: Our policy was to accommodate to the utmost of our 
ability the other components of the commonwealth in their attempts to make 
agreements with the United States or any other country. When we were asked 
if we were prepared to see a margin of preference that we enjoyed in one or 
other of these commonwealth areas reduced in order that the commonwealth 
area concerned might make an agreement with the United States or any other 
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country, in no single case did we decline. In a vary few cases, we intimated 
that the commodity in question was an important one in our trade; that we 
would like to see it dealt with as delicately as possible; and that we hoped that 
in return we might share in counter-concessions; but that, nevertheless, the other 
party was free to go ahead and make the best agreement it possibly could. In 
the event, no one of the four was able to reach an agreement with the United 
States. Of course, it is not for me to comment on that. 

I hope I have covered what was done at Torquay in general terms. I hope 
too that I have not repeated too much that was said in the House by the 
ministers. If I may at this point I shall introduce, in case some members of the 
committee do not know them, my colleagues. On my right is Dr. C. M. Isbister, 
Director, International Trade Relations Branch, Department of Trade and 
Commerce, who as the committee proceeds will give more detailed information 
regarding concessions secured by Canada in other countries; Mr. W. J. Callaghan, 
Commissioner of Tariff, Department of Finance, who will give detailed informa- 
tion regarding concessions given by Canada in return for what we got abroad; 
Dr. A. E. Richards, Principal Economist, Department of Agriculture, who was 
with us an an expert daviser in agricultural matters; and, in the absence of Mr. 
J. J. Deutsch, Mr. 8. 8. Reisman, of the Department of Finance who can testify 
regarding the general principles of the now defunct charter and the still-alive 
agreement; and Mr. Hume Wright of the Department of External Affairs who 
was with us as Secretary of the Delegation. I hope I have not transgressed on 
your time and I now now turn myself and my colleagues over to the committee 
for questioning. 

The CHAatrMAN: Thank you Mr. McKinnon. It is the wish of the committee 
to hear Dr. Isbister next? 


Agreed. 


Mr. MacponneEtu: Could I ask just one question? You did not mention 
Annecy? 


The Wirness: That was an inadvertency in a sense, in that Annecy was a 
small negotiation; it changed the picture so little and effected the schedules so 
little, I did not elaborate upon it. 

By -Mr. Blackmore: 
Q@. Just what position then does Havana occupy in the general picture?—A. 


Havana had to do entirely with the charter as there were no tariff negotiations 


at Havana. But the charter that was formulated at Geneva among the twenty- 
three countries went on to Havana and was discussed in a much more larger 
group of countries and considerably amended and as I say, apparently has now 
died; at least it has never been ratified by any country. 

Q. So we might just as well cancel Havana out for practical purposes. —A. 
That is right, and I had done so,,in the sense that I was proceeding from one 
tariff negotiation to the other. 


Mr. Macponnetu: There are two points which for myself I think I could 
become a little more enlightened on. Would Mr. McKinnon perhaps just 
say a word or two as to why he thinks the charter was not adopted? What was 
the main reason? Was it a general change of world view or was it unexpected 
developments of international affairs, or was it a change of attitude in the 
United States, or what was it that has brought this about? Secondly, would 
Mr. McKinnon just say a word or two about the details—I think I am familiar 


with them but I would like to be clear on them—of the legislation in the United 


States, which, as he says, is really fully availed of now. 
Mr. McKrnnon: Regarding the first question, Mr. Macdonnell, I should 
really defer to Mr. Reisman, who is a greater authority on the details of the 


| 
| 
| 


BANKING AND COMMERCE | 13 


charter and who might say a word or two. As I said, in starting, the charter 


was rather grandiose and indeed perhaps the whole conception of an international 
trade organization functioning under a world charter under the auspices of the 
United Nations may have been conceived a little too soon after the last war. 
It may have been that it was just a little ahead of public opinion throughout 
the world. The charter that emerged from Geneva was, in my opinion, not — 
too bad; but when it got to Havana, it encountered a great deal of log rolling, 
the formation of regional groups and pressure groups which led inevitably to 
this result: the charter was watered down in one degree after another; escape 
clauses were cluttered all through it; it became such that, in most countries the 
bad features appeared in highlight rather than the good features. I do not 
think myself, sir, that there has come about a definitive change in public opinion 
in the United States but rather that the United States has come to believe 
that there might be a great deal of difficulty in having the charter adopted by 
the required number of countries as long as it contains some of the provisions 
that were inserted at Havana. Secondly, it may be that the United States has 
come to feel, as certainly I have personally, that the General Agreement, the 
miniature charter, is in itself good enough to carry on with. It has not got 
within it every provision that was in the charter but it has the basic ones. It 
may be that the feeling in the United States is that they could ratify the General 
Agreement but probably could not get ratification of the charter. That brings 


me, Mr. Macdonnell, to your second question as to the legislation under which 


we negotiated with the United States at Geneva and Torquay. The legislation 
in question is called the Reciprocal Trade Agreements Act. If my memory is 
correct it was put on the statutes in 1934, during the regime of Mr. Cordell 
Hull. It bestowed upon the President certain tariff-making powers. It con- 
ferred upon the President the right to negotiate, through his officers, with other 
countries and to grant reductions in customs duties by fifty per cent. Tt expressly 
said, however, he would not have the power to remove a commodity from 
the dutiable to the free list. In other words, the President could reduce an 
existing duty by fifty per cent but he could not put a product on the free list. 
There were, of course, many other provisions. 

Mr. Whecpon near: Did you say by fifty per cent or up to fifty per cent? 


The Wirness: By fifty per cent. If the duty was sixty per cent, it was 
possible to reduce it to thirty per cent. Canada took advantage of these powers 
in 1935 and again in 1938. At the time of Geneva, the United States was 
sponsoring very vigorously the charter and urging other countries to indulge in 
tariff negotiations and their legislation was liberalized, in that the President, 
instead of being able to reduce the scheduled rates by fifty per cent, as had been 
his authority before that, was empowered to reduce by fifty per cent the rates 
of duty applying on January 1, 1945. That change made it possible for other 
countries to negotiate two or even three reductions in duty on the one com- 
modity, as in fact we did in some instances. 

The Reciprocal Trade Agreements Act expires on the 12th - June. There 
are proposed amendments before the House and before the Senate. In both Houses 
rather restrictive measures have been introduced into the legislation. One of 
these is that the Act shall be extended only for two years, instead of three. 
Another is that the United States Tariff Commission will be empowered to 
indicate to the President how far, in the opinion of the Commission, he or his 
negotiators should go in reducing tariffs by agreement. This is commonly 
referred to as the “peril-point” provision. If I remember correctly, the Presi- 
dent would not be bound to accept the recommendation of the Tariff Commission 
should he receive one but, should he not do so, he must forward to Congress his 
reasons for disregarding it. A third, and perhaps the important, proposed 
amendment from the standpoint of other countries is one relating to agricul- 
tural products which are subject to a price-support program in the United States. 
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The importance of it lies in this: If, under the Agricultural Actubient Act, - 


the United States is providing floor prices or support prices, of one kind or 
another, a concession granted by a trade agreement appears to have had prece- 
dence over the provisions of the relevant domestic legislation. According to pub- 
lished information, the effects of a proposed amending clause might be that, as 
regards certain agricultural products, the provisions of the domestic legislation 


would, or could, over-ride the provisions of a trade agreement. In short, that would. 


be just about the reverse of the situation at present. The Senate committee, 
I believe, in reporting the bill, has recognized that this new requirement should 
not be. too binding upon the President in point of time and that it might be 


extremely difficult and indeed impracticable to apply such a provision to trade — 
agreements already in force. I have read that the amending provision is a good > 


deal watered down in wording and I understand that it may be some time before 
the precise legislation emerges. 


Mr. Harkness: Mr. Chairman, I would just like to ask one question. 
Have all agreements made—as far as the United States is. concerned—at 
Geneva, Torquay, and so forth, been made under this presidential authority, 
under this Act? 


The Wirness: That is right. 

Mr. Harkness: Congress has not at any time completely removed any 
duty? ; 
The Wrrness: These agreements have all been under the Reciprocal 
Trade Agreements Act. 


Mr. Futron: These concessions made by the President do not require 
subsequent ratification by Congress? 


The Wirness: That is right, sir. They are brought into effect by presi- 
dential proclamation. 


By Mr. Fraser: 


Q. Just before you sit down, Mr. McKinnon, do they not print a list of these 
commodities they contemplate changing in the United States, in order to allow 
people to make complaints within three or six months? And then after the 
complaints are received the board sits on them before they are presented to the 
President?—A. That is right. In the past they have published what they 
called a— 

Q. White paper?—A. Yes, a “statutory list” of the commodities they con- 
template negotiating with any country; those are made the subject of public 
hearings, and interested parties—importers, exporters, etc.—may appear at those 
public hearings and! give their views. Should the Act be amended in accordance 
with certain proposals, the procedure may be more restrictive in that there will 
be the intermediate step, that the tariff commission may recommend to the 
president how far in their opinion he ought to go, if at all. 


By Mr. Blackmore: 


Q. Would it be fair to put it this way. In general the United States now 
seems to be manoeuvering herself into a position in which she can adopt such a 
‘measure as the Fordney-McCumber Tariff Act—springing a thing like that 
suddenly on us without warning?—A. Not in general, Mr. Blackmore; but I 
suppose it is a fair inference that if they amend the legislation to say that no 
agreement, no provision in an agreement,can override the legislation—which 
means, therefore, that the legislation can override the agreement—then, in respect 
of certain commodities, they would have power undoubtedly to raise rates. There 
is no question as to that. 
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Q. The trends are definitely in that direction in the United States?—A. Well, 


_ I rather hesitate to say that, Mr. Blackmore, because I cannot seriously con- 
template the United States violating or denouncing an existing agreement with 
_ Canada let us say. It is the case, in that connection, that these trade agree- 


ments on Canada’s part have been brought into operation by order in council. 
A few of the items have been inserted in the tariff by budgets, but by far the 
greater bulk are effective and operate only by order in council. Therefore, if the 
United States or any other country for that matter, were to do such an unthink- 
able thing as to violate flagrantly an agreement with us in respect of even one 
important commodity the country in question would put itself in a position where 
it would be very easy for Canada to deal with the situation—in that it would 
merely mean the cancellation of an order in council. It would not require, in 
most instances, any action by parliament. I do not think and I am not prepared 
to think that the trend in the United States is in the way you suggest There are 
no doubt pressure groups working, and at the moment the Act is being revised 
in a rather restricted form, but it still has to go to the compromise committee 
of the two houses. 

@. My remark was intended to take the form of a question—I do not know 
whether I put it just right?—-A. Yes, I understood. 

. Would I be safe in making this assumption: that the indications would 
seem to be that the United States is undergoing a recession of public opinion 
from the strict doctrine of non-discrimination which we heard so much about 
during World War II?—A. No, I believe the United States is as firmly wedded 
as ever, Mr. Blackmore, to the principle of non-discrimination. I do honestly 
believe that. To what extent proposed amendments to their enabling legislation 
will make it possible for them to be more restrictive in practice is as I say, difficult 
to tell until we see the legislation. 


By Mr. “Harkness: 


@. Do I understand from what you said if this present Act goes through 
this compromise committee the United States would be in a position where they 
could abrogate any particular tariff agreement by what you might call unilateral 
action—merely by Congress passing an Act which applied domestically?—A. I . 
think it might work out a little differently in that, in any future negotiations, if 
the Act goes through with those restrictive provisions, their negotiators would 
not exceed the limit set by the domestic legislation.., 

Q. What about agreements that are in effect?—-A. As regards those in effect 
I would not prophesy. My own feeling is that even if legislation is put through 
in a much more restrictive form, it would be most improbable that a concession 


-we have bargained for and paid for would be withdrawn by the United States. 


Now, I have to give you that as a personal opinion; it is purely speculation on 
my part. 

Q@. I take it from what you said it is improbable that it would be done but it 
would be possible under this legislation?—A. If the new legislation goes through 
there is no question about it. 


The CHArRMAN: But I understood you to say that if any such unexpected 
move should be made by the United States, Canada is in a position to take 
appropriate action to protect her interests? 


The Witness: Yes, and more than that, no such move would be made, I 
think, in respect of anything covered by existing agreements because the rates 
of duty are all bound. Now, it would be unthinkable to my mind that they would 
just act. There would be prior consultation, unquestionably. If, as a result of 


domestic policy, they felt they had to amend in some degree a concession given, 
_ I think in every case they would be prepared to offer compensation in some 
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form or other perhaps on some other commodity. Would you agree with hat 


Mr. Reisman. It would never be merely action? 

Mr. RetsmMan: No, and the only point I can think of other than what you 
have already said, Mr. McKinnon, is that the United States has in fact under- 
taken these very solemn international obligations. Quite apart from what 


their domestic legislation states, should they be required to take action, they — 


would either have to amend their international obligations or to violate them. 

Mr. Harkness: What you mean by “amend” is ‘renegotiate’? 

The Witness: They might renegotiate. 

Mr. RetsMAN: Yes, if it involved a tariff item. If it involved a commercial 
policy matter they would have to propose an amendment to the present agree- 
ment which they have undertaken. As Mr. McKinnon says it is unlikely they 
would put themselves in a position of violating the agreement because other 
countries could take retaliatory action. As to the new domestic legislation, 
we do not at this stage know what the legislation is going to look like. They 
certainly have not made any proposals up to this time seeking to amend the 
obligations which they have undertaken under the Geneva agreement. 

The Witness: And as I say, Mr. Reisman, even the powers that different 
groups in the two houses are proposing are so worded in the two drafts as to 
leave it still very much in the air. The latest drafts I have seen would appear 
to leave still a great measure of discretion with the president. 

Mr. Fuurorp: There is no danger of what was really a disaster in Canada 
when the Smoot-Hawley tariff trouble came up twenty years ago. In the last 
twenty years public opinion has changed considerably. At that time there were 
Canadians who were saying that we would have no truck or traffic with the 
Yankees. We have come a long way in our thinking since those days, 

The Witness: The United States at Torquay did sign all these concessions 
for another three years and I think that would be a:primary consideration in the 
minds of her statesmen and officials, rather than powers they might have in 
an amended Act. 

Mr. Larne: Did they not in effect authorize the negotiators to speak for their 
government, as you spoke for the Canadian government? 

The Witness: Oh, yes, Mr. Laing, authority had to be given to them to do 
so. Other countries, too, are tied as much as we are, for another firm period of 


three years. And it is ae inconceivable that at the end of three Heats the life 


of the Agreement will be further extended. 


By Mr. Adamson: 


Q. I would just like to ask one question. I gather these agreements coming 
under the heading of an Act in the United States merely require a simple majority 
of Congress, whereas the Geneva Agreement or the Geneva Pact or Charter was a 
treaty and ratification would require a two-thirds majority of the Senate?—A. 
You mean, had the charter gone ahead at all? 

Q. Had the charter gone ahead at all it would have been considered as a 
treaty and a two-thirds majority would have to be obtained?—A. [ think so. 

Q. But these can be ratified just by a simple majority?—A. What is being 
done now is by presidential action. It does not go to the Congress at all. - 

Mr. Fuuron: Would Mr. McKinnon complete the picture by outlining for 
us the procedure under which these same concessions in agreements are put into 
effect in Canada, so that we can understand how firmly we are'bound and what we 
would have to do to follow the procedure that some members have suggested 
might be followed by the States. Would you do that just to complete the other 
side of the picture? 
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_ The Witness: We will in due course, Mr. Fulton, come to the four instru- 
ments that resulted from Torquay, and that are named in the schedule. At 
Torquay Canada undertook to extend the existing agreements unimpaired for 
-another three years. She also enlarged a number of existing agreements, and made 
some new ones. Now, we are committed to those and they will be brought into 
_ force by order in council, presumably on the 6th of June. 


By Mr. Sinclair: 


. Under section 11 of the Customs Tariff Act?—A. Yes. 

Q. That is parliament’s authority?—A. That is right. Section 11 of the 
_ Customs Tariff empowers the Governor in Council to make reductions or give 
concessions in return for value received. That is the authority that has been used 
up to now for bringing into force these various agreements. 

Q. Is the authority of the president to make these 50 per cent reductions a 
similar authority or can he reduce them without reference to Congress?—A. 
Unilaterally? 

Q@. Like our customs bill before the House vise we make reductions in 
tariff without any concessions from other countries?—A. You mean can the 
President do that? 

Q. Yes?—A. No, I do not think that he can. 

QQ. His power is an exact duplicate of that which our cabinet has under 
section 11, except that our cabinet is not limited to 50 per cent?—A. No, our 
cabinet does not have that limitation, but the President has 


By Mr. Fraser: 


Q. Is there not a six months’ period?—A. Heretofore, the Act has been 
' renewed, each time, for three years. This time one Committee has suggested that 

it be passed for only two years. 

Q. The president cannot make any change right out of the hat? He has to 
have a waiting period? Is there not a waiting period?—A. In the new Act as 
written? 

_*’  Q. Yes?—A. I really have not been over the new Act carefully. It came 
before Congress when I was in Torquay and since I have been back I have only 
glanced at it. 
~ Mr. Fuuton: Well even under our system, even though we have not ratified 
the parent documents—the Geneva Agreement or whatever has come out of 
Torquay—it is still primarily open to us, and in fact it is done, that the individual 
agreements on tariff are applied by order in council under section 11 of the 
Customs Tariff Act? 


Mr. Stncuarr: Under section 11 of the Customs Tariff Act. 


By Mr. Fulton: 


Q. And can be removed by order in council? —A. I am coming to that. 

Q. Can they be altered by order in council, even if we ratified them in the 
Geneva Agreement or the agreement arrived at in Torquay?—A. You mean if 
we ratified them in the existing agreements, including Torquay? 

Q. Yes?—A. And your question would be, then, could the duty be raised? 

Q. Yes. or could an order in council be passed then varying the tariff rates. 
which had been applied by order in council prior to ratification?—A. They could 
not be increased, Mr. Fulton, because we are bound against increasing them. 


Mr. ipinbarert: Could a decrease be withdrawn? 
The Witness: No, that would be. violating the agreement. 
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By Mr. Fulton: 

3 Q. If we negotiated let us say a 10 per cent increase in the importation of 

glass ash trays then that is brought into effect I understand you to say by order 
in council?—A. You are skipping one stage. The new figure, the lower rate, is 
included in a scheduled agreement, if that is what you mean? 

Q. Yes?—A. And brought into effect by order in council. 

Q. If we ratify the new agreement which includes ipso facto the schedules, 
the position would be we could not vary that tariff rate by order in council?—A. 
That is right. unless for unilateral reasons you wanted to vary it downward. That 
would be giving a greater concession, unilaterally. 

Q. Yes, then the Cabinet has still the authority to reduce tariffs by order 
in coune:1?—A. That is something circumscribed, in that Cabinet’s power to 
reduce duties by order in council is restricted to materials used in further 


manufacturing. The Cabinet could not do so on the commodity you have 


mentioned. 
Mr. Fuemine: I think it might be helpful. to members of the committee if 
section 11 of the Customs Tariff Act were put on the record at this point. 


The CHaAtRMAN: Does the committee agree? 

Agreed. 

The Witness: Would you wish me to read it, Mr, Fleming? 

Mr. FLtemina: Yes. 

The Witness: ‘The Governor in Council may by order in council make 
such reductions of duties on goods imported into Canada from any other country 
or countries as may be deemed reasonable by way of compensation for con- 
cessions granted by any such country.” 


By Mr, Fleming: 


Q. The position at the present time is this is it not? The Canadian parlia- 
ment has not been called upon at any time to take any legislative action, or 
action by legislation with respect to any of these agreements, even starting with 
Geneva?—A. No, I think that is true. 

Q. So everything that has been done has been done by order in council under 
the authority of existing legislation, particularly section 11 of the-Customs 
Tariff Act. The Torquay agreements do not contemplate any legislative require- 
ment on the part of the Canadian parliament?—-A. No, but you will remember, 
Mr. Fleming, that at Geneva Canada undertook to do certain things; and, in 
respect of things other than tariff rates, to apply that agreement to the extent not 
inconsistent with existing legislation. 

Q. Quite, but it is all within the limit permitted by existing legislation. One 
thinks, for instance, of some of these things which Canada undertook to do by 
article 5 at Geneva, which turned out to be not within the jurisdiction of the 
parliament but. belonged to the legislatures of the provinces. As.I understand the 
Torquay Agreement constitutionally the position has not changed?—-A. No, 
that is right. 

Q. That is done at Torquay. It could be brought into effect simply by 
Order in Council—A. Pursuant to the powers of Section 11. 

@. Of the Customs Tariff Act—A. That is right. 


Mr. Fuuton: And I presume we would have to admit that we are in a much 
better negotiating position particularly so long as the other countries have not 
ratified, if we leave it that way, than by ratifying the various agreements. 

The Witness: That might be a happy and fortuitous circumstance. If 
- anything happened which would make Canada want to retaliate, such course 
would not require the approval of parliament. , 
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Mr. Fiemine: Are you saying that it is an advantage? 

The Witness: No, I was not saying that it is an advantage; but, so long as 
no other country has formally ratified, we are probably in a fortunate position 
in that these agreements are only provisionally applied. I do not argue that 
it is desirable. It would probably be far better if everybody ratified it. That 
would probably make it more regular. 

The CuHarrman: Until the others get ready to ratify it, there is no hurry 


- about it. 


The Wirness: The only other countries which have ratified Geneva are the 
United Kingdom and Australia, and the latter, I believe, ratified it subject to 
ratification by the United States. 

Mr. Fuieminc: In that case, might it not be done by a resolution rather than 
by a statute? 

The Wirness: I imagine it was done by a resolution of the House. | 

Mr. Fiemine: The agreement at Geneva was not a fixed agreement embodied 
in a statute in any case. 

The Witness: No, not in a statute. 

Mr. Firemine: Or in the United Kingdom? : 

The Witness: No. I think it was a resolution approving the agreement, and 
that is as far as it went. 

The CuairMAN: Would the committee now care to have the general picture 
completed and to hear from Mr. Isbister? 


Mr. Carrotu: What is the function of this committee, Mr. Chairman? Is it 
to make a report to parliament? We have nothing to do with the agreements 
which are before us. Is it to be a study club? 


The CuarrMan: I believe that if you will read the Prime Minister’ s motion 
you will get the answer there. My understanding is that the reference to this 
committee was made so that Members of Parliament might have an opportunity 
of obtaining the fullest possible information in regard to what has taken place. 

Mr. Macponnetu: It is educational. 

Mr. Carrouu: It is an educational set-up? 

The CuHatrMAn: I put it on a lot higher plane than that. 

Mr. Macponneuu: Higher? 

Mr. Fraser: Is there anything higher than education? 

The CuHarrMan: I think it was anticipated by the government that Members 
of the House of Commons would be interested in learning what happened and 
why. 7 

Mr. ApAmson: We are not to make a report. 

The CHAIRMAN: I was anticipating that after the hearing of the 
evidence the committee might wish to call we would make a report similar to 
the report.-which was made on the Geneva Trade Agreement. That was a simple 
report to the House of all the information which the committee obtained. J shall 
read the report that was made on the last occasion. 

Mr. Fraser: Is it a short one? 

The CHAIRMAN: It is not long. The report recites the order of reference. 

Mr. MacponneEtu: What is the date of it? 

The CHatRMAN: June 2, 1948. It recites the order of reference. Paragraph 
2 recites the witnesses who were called before the committee. Paragraph 3 
recites the representations that were made by the different bodies asking to be 
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heard by the committee. And paragraph 4 reported to the House with a copy 
of the Minutes of Proceedings and Evidence adduced, which was tabled with 
the report. 

Mr. Fiemine: I think Mr. Carroll has done a good service to this committee 
in raising that question because while I do not want to anticipate now any 
discussion which might occur later, I think it might be helpful to us if you, Mr. 
Chairman, as chairman of the committee, indicated what we are working toward. 

The question arose during the discussion in the House as to the making of a 
recommendation. What we did in 1948 was to pass on to the House the evidence 
we received. There was nothing more to it than that. You will recall the discus- 
sion in the House. 


The CuatrRMAN: On the 21st of May. 

Mr. Fiemine: About the extent of the powers of the committee, and if it 
had any power to make a recommendation. I said there was no power to make 
a recommendation. I said this material was referred to us in effect for study, 
but we were not called upon to make any recommendation to the House in 
regard to it. 

The CuHarrMan: We are not asked to make any recommendation. We have 
no power to change the agreements; but as to-the other proposition, namely: in 
regard to a recommendation, I think that is entirely in the hands of the 
committee. , 

Mr. Fremine: You think if the committee is so advised, it could make a 
recommendation? 

The CuarrMan: I think it is entirely in our hands if, as a result of a study 
of the matter which is referred to it, this committee wants to make a recom- 
mendation. I do not see anything to prevent it. 

Mr. Fraser: Could the committee hear witnesses who might feel that the 
agreements made were not right? 

The CHarrMAN: The general order of reference to this committee reads as 
follows: 

That the Standing Committee on Rankine and Commerce be empow- 
ered to examine and inquire into all such matters and things as may 
be referred to them by the House; and to report from time to time their 
observations and opinions thereon, with power to send for persons, papers 
and records. 

Mr. FLteminc: We could if we wished invite representations and submis- 
sions of views on the part of other than the officials? 


The CHarrmaAn: As I understand it we have the power to call for persons, 
papers and records, and to report from time to time our observations and opinions 
thereon. 


Mr. Fieminc: That is a matter for consideration by the Steering Committee. 


The Cuarrman: And as far as I am concerned, I want to say immediately © 


that this inquiry will be as wide open and aS thorough as the members of the 


committee want it to be. 


Mr. Batcom: If there is an educational feature to this committee, might I 
ask the witness if Lebanon dropped out of the agreement for purely economic 
reasons or for other reasons? 


The Witness: I do not know. All I know is that we were merely notified 
one day by the Secretary General that Lebanon had severed her connection. I 
might say that the schedules which Lebanon entered into with some of the 
countries at Geneva were very restricted and covered very few commodities. 


My own impression would be that probably it was done on | purely economic 


grounds. 
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Mr. MacponneEuu: I am sorry to say that I am already lagging behind the 
class. I would like to ask one question. I thought Mr. McKinnon and one or 
two others suggested that if and when we signed a general agreement on 
tariff and trade we thereby tied our hands to an extent we are not tied merely by 
making ad hoe and individual agreements with the nations at Torquay. Is that 
eorrect?—A. As regards rates of duty, Mr. Macdonnell, included in the schedules, 
those are signed and are effective for the three years; but as regards some other 
articles of the General Agreement— 

Q. For example— —A. I think I am correct in hatin Canada has not 
yet fully— 

Q. Could you give us a sample of one of those so that one could under- 
stand what the significance would be—A. Well, the prohibition of used cars. 
We have a prohibition on the importation of used cars. Strictly speaking under 
the provisions of the general agreement, if parliament had ratified the agreement 
and it were fully operative we could not prohibit the importation of used cars. 

Q. But as far as tariffs are concerned—A. It doesn’t apply. 

Q. I understood you to say, Mr. McKinnon under section 11 of the cus- 
toms tariff we could make unilateral reductions that were for value received, - 
or did I misunderstand you there?—A. I said that if the Governor in Council 
is acting under section 11, he is doing so in return for value received, but that. 
is not to say that he could not reduce a rate for domestic reasons. 


Mr. Fieminc: On the point, Mr. Chairman, we were discussing earlier, 
has any order in council been passed yet by the Canadian government to bring 
into effect any of the Torquay agreements? 


The Witness: I am sort of ex officio in these matters. I was sent to 
Torquay because of my age and, shall I say, wickedness? I have nothing to 
do with— 


Mr. Futrorp: Experience. 
The Witness: The order in council would be prepared by Mr. Callaghan. 


Mr. CALLAGHAN: It is being drafted today and will be presented tomorrow. 
It has to be presented before June 6. 


Mr. Fitemine: When that is passed, Mr. Chairman, we must have regard 
to it in this committee to see whether it brings the Torquay Agreements fully 
into effect or does so only on a modified basis as was done with the Geneva 
agreements. Just to give the committee some information as to the 


‘extent to which Geneva was brought into effect, I think I recall a 


statement being made in the House by one of the ministers some time 
ago that as far as items were concerned the Geneva agreements were brought 
into effect with respect to about half of the items contemplated in the original 
agreement. 


The Witness: Do you mean brought into operation? 


Mr. Fuemine: Yes.—A. I would say it was brought into operation in 
respect of every tariff item. 

Q. Then, you say it is in full effect as to all the tariff items?—A. Yes. The 
other illustration I gave was the prohibition against the importation of used 
cars. 

Q. Or you could have mentioned article 5—A. nee I could have thought 
of that, too. 


Mr. Srncuarr: In your answer to Mr. Macdonnell you said you could reduce 
tariff rates unilaterally, but that of course requires parliamentary authority? 


The Wirness: Except for materials for use in manufacture. 
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By Mr. Fleming: 

Q. Apart from the question of tariff rates which you fully cleared up, are 
there any provisions of the Geneva Agreement which have not been brought 
into effect which could have been brought into effect merely by order in council.— 
A. I do not know of any, sir, and anything in the Geneva Agreement that has not 
been brought fully into effect is in that status because, to bring it into effect, 
would bring it into conflict with existing legislation; therefore, legislation would 
be required. That is a round about answer. 

Q. No, I think that is clear. In other words, to the extent to which the 
Governor in Council is empowered to implement ‘the Geneva Agreements the 
Governor in Council has fully done so—A. That is right, sir, to my knowledge. 

Q. So that anything further in the way of implementation of Geneva would 
require legislation on the part of parliament——A. That is my view. I am not 
a lawyer but I think that is the case. 


Mr. MacponneE tu: Just before we leave this, you have given us an illustra- 
tion in the case of used cars of one of the aspects of the general agreements 
which deals with matters other than tariff. Without going into a lot of detail 
would you say that there were other features in the Geneva Agreement of 
very considerable importance which were not covered, if they could have 
been covered by an adoption of the agreements, or would that have been 
proper for us'to do it unless everybody else did it. 

The Witness: I think. the last remark you made is highly pertinent, Mr. 
Macdonnell. You will remember, sir, that we did go ahead—in the spring 
of 1949, I guess it was—and revised our Customs Act to bring it into conformity 
with Geneva. There we were, in a sense, taking a step somewhat ahead of the 
others, because we had signed the Geneva Agreement. But because our Customs 
Act in some very small detail was not entirely in conformity with the Geneva 
principles regarding valuation for duties the Customs Act was amended in 
parliament. Now, some other countries, I think it is fair to say, have not done 
a similar thing. 

Q. Would our changes correspond to the administrative changes which | 
have been discussed so much in the United States of late and have never 
been made?—A. Ours went a little bit further than that; they were substantive 
changes. The United States has not yet passed its Customs Simplification Bull 
which it is required to do under Geneva. Within the past year, as Dr. Isbister 
will tell you later, there has been a very great improvement in respect. of 
administration at the ports. In other words, they appear to be observing the 
spirit of the Geneva Agreement in an admirable manner but they have not yet 
carried it into the letter of the law. 

Mr. THAtTcHER: How would your ban on margarine comply with the 
Geneva Agreements? Does that fit in? 

Mr. Futton: What ban? 

Mr. Srincuarr: The importation of margarine. 

The Witness; I do not want to get into deep water on this. Although I 
am nearing the retirement age, I am still only a civil servant. After we came back 
from Geneva, my memory is that the whole margarine situation was referred 
to the courts and the decision of the courts was that because of certain domestic 
circumstances and legislation it was quite competent for Canada,to continue 
to prohibit the importation of margarine. Now, that was a court decision and 
was acted upon and beyond that I do not feel competent to comment. 

Mr. Avamson: Is that the court at The Hague? 

The Witness: No, that was right here. 


Mr. Apamson: The Supreme Court. 
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The CuHatrman: It is now twenty-five minutes after twelve. If the 
committee would like to complete the general picture before we adjourn at 
one o’clock, I believe we should hear Mr. Isbister now. 

Agreed. 


Mr. Fiemine: We can hardly hope to complete the picture today. 


' The Carman: No, but I think it will be helpful if we hear Mr. 
_Isbister now. P 


Mr. C. M. Ishister, Director, International Trade Relations Branch, 
Department of Trade and Commerce, called: 


The Witness: I shall retain my seat with your permission, while I make 
a few remarks. I have been called on several times this morning and each time 
Mr. McKinnon has been asked several more times to add to his most com- 
prehensive, statement. I came here, Mr. Chairman, simply to be of any possible 
assistance to this committee and without a prepared statement of any kind. 
_ My remarks at this time will, therefore, be very brief indeed. The Minis! er 
of Trade and Commerce has described in the House of Commons some of the 
principal concessions which were obtained for Canada from other countries 
- in the Torquay negotiations. For me to summarize at this time the important 
- concessions we received from other countries would be simply to repeat what 
is already in Hansard. 
As the principal negotiator for the Trade and Commerce Department at 
- Torquay, I was responsible for negotiating the concessions received from other 
- countries for the benefit of Canadian exporters. I am wondering what I may 
say at this time and it seems to me that the most helpful thing would be to 
describe the preparations undertaken in advance of Torquay. To tell this will 
illustrate very well the relationship which the Canadian business community 
_ and exporters in particular have already-had to the negotiations. I think this 
- information will have a bearing on some of the questions which were asked of 
~ Mr. McKinnon. 
Sometime prior to Torquay, while preparations were being made in my 
own Department of Trade and Commerce, and in other government departments, 
widespread publicity was given to Canadian exporters that tariff negotiations 
would take place, giving the date on which-they would be undertaken. The 
result was that anyone interested in exporting to other countries, desiring to 
obtain a reduction of tariff in the other country which would berefit the sales 
of his products abroad, was given an opportunity to make his interest known 
to the Department of Trade and Commerce. This was done so that the’ most 
effective possible effort could be made to obtain concessions of benefit to 
Canadian exporters. | 
: A large number of companies and individuals took advantage of this 
public notice. A number of letters were received and briefs were filed with us. 
A number. of exporters took advantage of the opportunity to come to Ottawa 
to tell us of the tariff problems they found in other countries. I should add that 
in the Department of Trade and Commerce there is a small unit known as the 
Foreign Tariffs section, where tariff specialists attempt at all times to follow 
developments in the tariff systems of other countries. They keep in touch with 
the problems of Canadian exporters who are attempting to sell over tariff 
restrictions and import restrictions encountered in other parts of the world. 
When we went to Torquay, therefore, we were briefed in advance to the 
maximum extent possible, on the points of view and desires of Canadian 
exporters. We had done all we could to find out what reductions in the tariffs 
of other countries would be of genuine assistance to Canadian exporters. 
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- The procedure followed in the Torquay negotiations, without Tea ey 
its legal details, but in simple words, was that in advance of the negotiations 
participating countries sent one another lists of tariff concessions they hoped to 
receive during the negotiations. In some cases, of course, such lists of requests 
went beyond what countries actually hoped to receive. These lists of requests 
were extensive and were exchanged in advance. 

The requests submitted by Canada to other countries at the opening of 
the Torquay negotiations were the result of the consultations which I have 
described, carried on to the maximum extent possible with Canadian exporting 
companies and exporting interests through channels which were open to -us. 
In advance of going to Torquay these requests were scrutinized carefully and 
in detail by senior officials of various government departments and by the 
‘Minister of Trade and Commerce. I think it may be concluded that the 
Canadian negotiators were rather well instructed with regard to the objectives 
which they should pursue in obtaining concessions from other countries. : 

Now, Mr. Chairman, I shall not volunteer any remarks on the concessions 
we actually received from other countries, except that we are prepared to provide 
any information which is required by the members of the committee, in any 
form that is required, and to the full extent of our ability, dealing with 
countries which have given concessions to us, or the export products on which 
concessions were received, or according to the location in Canada of the manu- 
facture of export products on which concessions were received. 

I need only say negotiations of the kind carried on at Torquay are intricate 
and detailed, the results covering hundreds and thousands of detailed items. 
We shall attempt to summarize these from any point of view which may be of 
interest to members of the committee, coming as close as we can to the desires 
that are expressed here. 

Mr. Macponnexuu: You could do this to give us a picture of your technique. 
Take some commodity and indicate in a general way what your discussions were 
before you went, what your objective was with regard to that commodity, and 
you could perhaps indicate to us your technique there. I presume you met your 
opposite number of the country where you hoped to get that commodity in. It 
just occurred to me if you traced some commodity where you got a substantial 
concession it would give us a picture. 

Mr. Stncuatr: Take Douglas fir plywood, for example. | 

The CHarrMAN: Could you get something on that, Mr. McKinnon? 


The Witness: Someone mentioned the item of Douglas fir plywood. It 


was one of the most important concessions we received. Other members of the ~ 


delegation there had a good deal to do with it as well and they will correct 
me as I go along, but let me tell the story of Douglas fir plywood. 

In the first place civil servants did not need to be instructed that a con- 
cession on Douglas fir plywood would be a most important one to be obtained 
if possible. The United States duty on Douglas fir plywood stood at 40 per cent 
ad valorem. Concessions had been made on earlier occasions by the United 
States on other types of plywood but this single item stood at what would have 
to be regarded in normal times as a prohibitive level for this kind of thing. This 
year Douglas fir plywood could cross into the United States at a 40 per cent 
tariff. I suppose it could cross at a higher rate because that kind of material 1s 
tremendously in demand. Normally, however, 40 per cent is a prohibitive tariff 
on this important material which has been used increasingly in construction and. 
in many lines of manufacture. It is not only an improved form in which to 
use lumber but increasingly a substitute for certain metals. : 

Here was a product, then, most important to British Columbia in which 
market possibilities existed overseas but for which the demands of the American 
market were closed off in normal times by a high tariff. At Annecy it had been — 
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hoped that the United States might possibly negotiate Douglas fir plywood 


with some other country. The United States did not negotiate with Canada at 


_ Annecy but the United States did negotiate with other producers of plywood. At 
Annecy, however, while the United States did make further reductions on other 


types of plywood, Douglas fir plywood was again exempted from the lists of 
their concessions. 
This one type of plywood remained in the United States tariff with a very 


high rate. It was perfectly obvious that this was one of the remaining conces- 


sions which Mr. McKinnon referred to in the United States tariff, when he said 
that we attempted at Torquay to exhaust the powers of the United States admi- 
nistration under the reciprocal trade agreement act. 

A fifty per cent reduction from forty per cent leaves twenty per cent. Our 
objective, therefore, was to get the United States’ negotiators to make a maximum 


~ concession on this item. Representations were made to us in advance of or- 


quay by word of mouth, by people ¢onnected with the plywood industry both 
in trade associations and in various companies which produce plywood. They 
approached me and they approached other officials of my department to urge 
upon them the desirability of obtaining this particular concession. This item 


was included in the earliest list of requests which was addressed to the United 


States. 

That takes us up to the commencement of the Torquay negotiations. I could 
not begin to give the committee a daily diary of discussions relating to plywood 
during the six months of negotiations. The formal procedure followed in tariff 
negotiations, however, involved the United States making an official response 
to our request with respect to this item. Their first response was negative. 

It is fair to say that this was an item to which the Canadian delegation 
attached the greatest importance. We made it clear to the United States 
negotiators from the beginning that we were interested not only in receiving 
a concession with respect to Douglas fir plywood, but it was essential to receive 
a maximum concession. By the time the Torquay negotiations were finally 
concluded, the United States did give us a maximum concession which will come 
into effect on June 6. I hope that is a complete answer to your question or to 
the points in which you are interested. y 


Mr. Stncuair: When you say to them that we want a concession for plywood, 
do they come back and say to you: We will give it to you if you give us a con-: 
cession on one specific item? Is it done on an item against item trade basis, or 
is it done by means of bulk trade? 


The Wirness: In the process of exchanging important concessions back 
and forth, we would not normally proceed to trade on an item by item basis, 
but rather by an evaluation of the relative importance of lists back and forth. 


Mr. Fiemine: I think you made very clear the steps you took in advance 
of the meetings to consult the interests of Canadian exporters? 


The WitNEss: Yes. 


Mr. Fiemine: Could you enlarge on that to indicate what response you got 
from Canadian exporters, and what volume of representations were made as to 
their desires and can you give us some idea of the number of items they covered, 
and how the agreements compared in the number of items on which you reached 
agreement with those on which you were asked to negotiate and seek concessions, 
and the details of the steps which you took 'to consult the interests of Canadian 
producers who might be affected by the agreements in the domestic market. 


The Witness: With respect to the first part of your question I regret to 
say that I cannot possibly answer it, and I shall explain why. 
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If all of those interested had written letters to us,in advance of Torquay, I 
could count the letters and report the total. The fact of the matter is that 
we did receive a number of letters, and many of those letters were in the form 
of briefs. 

Mr. Fuemine: Can you give us some idea of them? 

The Witness: Well, the total number might have been, at a slated) possibly 
200. But that is just a guess. 

Mr. MacpdonNnELL: 200 concerning plywood? 

The Witness: No, no. I understood you were interested in the whole picture. 

Mr. FLEMING: Yes. 

The Wirngess: I suppose we probably received a couple of hundred letters, 
but that is just a guess. 

A very large number of exporters are continuously in touch with my depart- 
ment, the Department of Trade and Contmerce, ‘by word of mouth. We have 
commodity officers who specialize in various fields: I received in advance of 
Torquay, in addition to letters, a large number of statements of opinion from 
individuals, through this channel as well as statements of. opinions which were 
retailed to me by our own commodity officers who had consulted them. 

Mr. FLEMING: They come to you as memoranda? 

The WitNnrEss: Sometimes in the form of memoranda, and sometimes by 
telephone. A lot of exporters come to Ottawa in person. Preparations were going 
on over a period of months; and over a period of months a great number of 
exporters would come to Ottawa. I could not tell you how many of them got in 
touch with me by telephone while they were here. 

In addition a large number of letters had been filed with the Canadian 
delegation prior to the earlier Geneva negotiations in 1947 and we had the 
advantage of the information which was compiled at that time. So, you see, I 
really cannot give you a simple answer to the question of how many exporters 
directed requests to us. But I can say that to my own knowledge there was 
no important field of export with which we were not in touch in some fashion 
or other. 

Mr. Stncuarr: What about Members of Parliament themselves writing to you 
on behalf of industries in their own ridings? 

The Wirness: There were a number of cases where we received letters from 
Members of Parliament with respect to industries in their own ridings, in respect 
of export firms which were interested in obtaining concessions from other 
countries. 

Mr. Macponnetu: Would not certain organizations such as the C.M.A. and 
the Chambers of Commerce give you comprehensive memoranda on the whole 
situation? 

Mr. Fiemine: Or the Canadian Exporters Association? 

The Witness: Yes, although there were not as many of them received in 
advance of Torquay as there were in advance of Geneva. The associations were 
not as active in their requests with reference to the whole picture prior to 
Torquay. 

Mr. Larne: In respect to the Canadian Fbiticelburat Gael I think there 
has been a tremendous misunderstanding with respect to apples. Were they 
consulted, and did they make representations? 

The Witngsss: We received representation from the Horticultural Council in 
advance that they would like to obtain concessions on apples in a number of 
countries. 


Mr. Fraser: Perhaps Mr. Callaghan would have some letters as well. 
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a The Witness: Yes, and that leads me to the second part of Mr. Fleming’s 
question, where he went on to ask about what steps we took to consult people 
who were interested. 


Mr. Fieminea: The second point of my question was as to how the articles or — 
commodities on which you reached agreements compared in the aggregate with 
those on which you were asked by various exporters to reach an agreement to get 
some concession. Could you give us some idea? 


The Witness: With respect to the largest single negotiation which we carried 
on, the negotiation with the United States, ‘all I can do in answering that question 
is to repeat what Mr. McKinnon has already said and that is to say we really did 
feel after Torquay that we had pretty well obtained all the important concessions 
which were still in the power of the United States administration to grant. In 
other words, a certain number of requests were made of us by Canadian exporters 
to do something for them which was not in the power of the United States 

administration to do. 


Mr. McKinnon: Such as a request for free entry. 


Mr. Fieminc: Taking a pretty broad view of it, say we were asked to 
negotiate on so many hundreds of items that involved in terms of Canadian 
exports last year so many millions of dollars, and we did arrive at agreements in 
respect to a named number of items which represented millions of dollars, could 
you give us some conception of the scope within which you were working so far 
as requests from Canadian purchasers and exporters were concerned. 


The Witness: Well, it is a pretty difficult question to deal with. It is a fair 
question to ask but I must answer it in the same terms as I answered the earlier 
question in regard to the number of requests that were made to us. For example, 
take the chemical industry in which products all have multi-syllabic names 
which no one but a technician could understand. I must confess that there are 
very few of these that I could identify if I saw them. In the case of chemicals 
we consulted people who were technically competent to be in touch with the 
companies. The services of one of the senior officials of the National Research 
Council were obtained in preparing for Torquay. This official travelled around 
to visit the Canadian chemical companies and returned with a condensed report 
of the results of all his technical discussions with the different companies. Now, 

I could not begin to tell you how many chemical items were brought back for 
consideration by this official. It was necessary then to study the United States 
tariff in relation to this very long list to find out how many of these requests 
could possibly be implemented at Torquay. In the end we did obtain, practically 
speaking, all of the concessions which were in the power of the United States to 
grant to Canada in the field of chemicals. Representations made to us by 
industry were part of a process and there is no point in that process where I can 
count the requests or suggestions made. I can report we did everything in our 
power to cover the field. 

Mr. Fiemine: Probably before we leave that we will go on to the third 
question. 

Mr. Macponneu: Before that may I ask a question. Could you give us 
an idea of the expected results in trade from these negotiations, I mean the 
results in terms of money. Do not answer that now but keep it in mind. 

Mr. Fiemine: The third question was the converse case, were attempts 

made to consult the interests of Canadian producers whose domestic sales might 
be affected by the proposed reduction in tariffs? 

The Wirness: Yes, but my responsibility was solely in the export side of 
‘this picture, and Mr. Callaghan and Mr. McKinnon— 
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The Cuamman: When we come to hear Mr. Callaghan your question will — 


then be in order, Mr. Fleming. 


By the Chairman: 
Q. Now, just two or three questions on Douglas fir plywood before you 


finish’ What is the competitive product with Douglas fir plywood in the % 


United States?—A. Douglas fir plywood; other types of plywood, and other 
building materials. Douglas fir plywood is produced in the United States. 

- Q. Do the manufacturers of plywood in Canada believe that with the 
fifty per cent reduction, that is the reduction in tariff from forty per cent to 
twenty per cent, in normal times that will be of value? Will they be able 
to compete in normal times, in other words?—A. This question could be 
answered, sir, by others at this table more competently than by myself but 
I can tell you that responsible people from British Columbia have told us since 
Torquay, that this is probably the best single concession which has ever been 
received from the United States for British Columbia. We have had a number 
of letters and telephone calls from people in the lumber and plywood industry 
in British Columbia which I can only describe as jubilant. 


Mr. Mcxinnon: May I say a word here? I think part of the context 
of that Mr. Isbister has obscured a little, out of his own modesty. We told the 
United States from the start that we had to have the maximum reduction on 
Douglas fir plywood, among other things. It was only on the day before we 
concluded negotiations with the United States that we got the concession. It 
was long withheld. They told us it had gone back to Washington several 
times, that it was politically impossible. We had to do this—what every horse 
trader has to do in his time, whether he has his boss with him or not—we had 
to say “then, there is no: agreement”. Douglas fir plywood was one of the 
items in respect of which—up-to the eleventh hour—we said there must be a 
concession and that we expected fifty per cent. 


Mr. Sitncuatr: I ask this question because that concession is of very tremen- 


dous importance in British Columbia. I remember two years ago some of the © 


more prominent timber people in British Columbia were quite bitter at the 
fact that. we had not had people in the trade with our delegation at Geneva, 
because, as they said, at Geneva there were people from the timber trade in 
Washington and Oregon who were there keeping the U.S. delegation appraised 
of the fact they were not going to make any concession on Douglas fir plywood. 
I would like to know if at Torquay there were any of these experts, shall I say, 
assisting the United States delegation? 

Mr. Fuurorp: Pressure groups? 

Mr. Stncuatr: Well, Congressmen as well as their ordinary delegates? 

Mr. ApAmson: Interested groups? 

Mr. Sincuatr: Yes. 


Mr. McKrnnon: I think there was much less of that at Torquay than at 
Geneva in respect of every country, Mr. Sinclair. Of course that is particularly 


accounted for by this: the oftener the pitcher goes to the well the less water — 


remains to be drawn. From our point of view as we successfully completed 
negotiation after negotiation, it was naturally felt by many here—and in the 
United States—that there remained only a certain number of things and it was 
vital that Canada go after those. However, to answer the question, I think my 
colleagues would agree that there were far fewer unofficial delegates, if I may 
put it that way, at Torquay than at Geneva. 


Mr. Macponnetu: They did not feel the need for members of parliament 
there? 
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Mr. Srvcrair: In the other delegations how many people from the political 
side of government were with the delegations at Torquay? 


__ Mr. McKinnon: Well, of course, if by the political side you mean someone 
with the rank of minister or a member of the House— 


Mr. Stncuair: A member of the House or a minister? 


Mr. McKinnon: Well, the United States delegation was headed, for 
example, by the Honourable Willard Thorpe, Assistant Secretary of State. 


Mr. Sinciair: But that is on the civil service side? 

Mr. McKinnon: No, he is a Minister. 

Mr. Srncrarr: Oh, yes. 

Mr. McKinnon: I did not see any members of Congress at all. 


Mr. ApAamson: I have just one more question on plywood. You considered 
plywood was important and-if you had not made an agreement on plywood 
then all of the agreements would not have been made? 


Mr. Srncuatr: No, no,-he said he was horse trading. 

The CHAIRMAN: No. 

Mr. MacponneE.u: No. 

Mr. McKinnon: I did not mean “plywood or nothing”; rather “we want 
to make an agreement but it has got to include plywood”’. 

Mr. ApAmson: Well let us get that cleared up. You confuse me. It had to 
include plywood and if it did “not include plywood you were not inclined to 
make that agreement? 

Mr. Stncuair: He said that he was horse trading. 

The CuarrMan: I suggest that you read the record, Mr. Adamson. I think 
the witness has gone quite as far as it is fair to ask him to go. 

_ Mr. McKrynon: It is a matter of horse trading and up to the eleventh hour 
you have to take a very stiff line. 

Mr. Crestrouu: I have just one question. 

The CuarrMan: Well, I want to come to the matter of when we shall meet 
again. 

Mr. Cresrouu: It will only take a minute. I think it was Dr. Isbister who 

said these agreements come into effect on June 6 and I was curious about your 

statement that the United States is rather cagey in applying the letter of the law 
rather than the spirit of the law. Does that agreement come into effect according 
to the letter or to the spirit of the law? 

Mr. McKinnon: All of these agreements regarding schedules containing 
rates of duty will come into effect on the 6th of June by executive action, in 

the United States as well as here, but they will be in toto. 

: The CHAIRMAN: Can we reach agreement in regard to our further meetings? 
We found on the last occasion that if we were to have any pleasure and 
continuity in this inquiry we practically had to meet morning, afternoon and 

evening. Now does the committee want to do that this time? 

Mr. Harkness: Certainly not in the evening. 

Mr. Sincuarr: Quite a few of the members here are also members of the 
Public Accounts Committee which is meeting regularly and will be meeting more 
often during the next week.. External Affairs is also meeting and it is pretty 
difficult. 

, The CuHarrMan: I just want the feeling of the committee. 


Mr. Srncuatr: If we meet twice a week that is about all we can do. 
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Mr. Macponneuu: I think as far as we are concerned we are at the : 
endurance point when. it come to finding members. 


The CuarirMAn: Public Accounts meet this afternoon and Thursday morn- 
ing. Wednesday is caucus. day. That would almost indicate that Thursday 
afternoon is the only other time we might meet this week. Are we agreed on 
that? 


Some Hon. Mrempnrs: Agreed. 

Mr. Fuutrorp: What is the matter with Wednesday afternoon? 
Mr. Fraser: Yes. 

The CHatrMAN: Wednesday or Thursday? 

Some Hon. Members: Wednesday afternoon. 

The CuHarrMAN: All right. 


7 
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APPENDIX A 


DOCUMENTS EMBODYING THE RESULTS OF THE TORQUAY 
NEGOTIATIONS 


FINAL ACT OF TORQUAY 


Final Act Authenticating the Results of Tariff Negotiations Concluded at 
Torquay, Beginning September 28, 1950, and Ending April 21, 1951 


The Contracting Parties to the General Agreement on Tariffs and Trade 


by an intersessional decision of October 30, 1949 decided to arrange for tariff 


negotiations to begin in September 1950. 
The negotiations, which opened at Torquay on September 28, 1950 and 
concluded on 21 April, 1951, were of four categories: 

(a) Negotiations directed towards the accession of countries which had 
not become contracting parties as a result of the 1947 and 1949 
negotiations; 

(6) Negotiations between governments which participated in the Geneva 
and Annecy conferences without concluding bilateral negotiations and 
wished to enter into tariff negotiations during 1950; 

(c) Negotiations between governments which concluded tariff negotia- 
tions at Geneva or Annecy and desired to enter into negotiations 
for new or additional reciprocal tariff concessions; 

(d) Negotiations between governments with a view to the making of 
adjustments in their concessions negotiated at Geneva or Annecy. 


As a result of these negotiations, and other negotiations entered into 
pursuant to procedures established by the Contracting Parties, une following 
instruments were prepared: 

(a) Decisions agreeing to the accession of the acceding noverhetente 
(Annex I); 

(b) Torquay Protocol to the General Agreement on Tariffs and Trade 
(Annex II); 

(c) Declaration on the continued application of the schedules to the 
General Agreement on Tariffs and Trade (Annex III). 


The texts of these instruments in the English and French languages are 
annexed hereto, and are hereby authenticated, and it is hereby certified that, 
in each case where a schedule in Annex A to the annexed Torquay Protocol 
provides treatment for any product less favourable than is provided for the 
same product in the existing schedule to the General Agreement, appropriate 
action has been taken to enable effect to be given to such a change. 

In Witness Whereof, the duly authorized representatives of the governments 
participating in the negotiations have subscribed their names below. 

Done at Torquay, in a single copy, in the English and French languages, 
both texts authentic, this twenty-first day of April, one thousand nine hundred 
and fifty-one. 


Norte: There will follow place for the signature of the participating govern- 
ments. 
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ANNEX I 
DECISIONS-AGREEING TO ACCESSION 


Decision by the CONTRACTING PARTIES Agreeing to the Accession 


of Austria to, the General EA! on Tariffs and Trade 


The CONTRACTING PARTIES, 


HAVING 


REGARD to the results of the negotiations directed toward the 


accession of Austria to the General Agreement on Tariffs and Trade, 
DECIDE in accordance with Article XX XIII of the General eee 


1. 


The CONTRACTING PARTIES agree to the accession of the 
Government of Austria to the General Agreement on the terms 
relevant to such accession which are provided for in the Torquay 
Protocol to the General Agreement. 

This Decision shall be open for signature by contracting parties 
at Torquay on 21 April 1951 and at the Headquarters of the United 
Nations from 7 May 1951 until 20 June 1951. 

This Decision shall constitute a decision of the CONTRACTING 
PARTIES taken on 21 June 1951, provided that it shall then have 
been signed by two-thirds of the governments which are at that 
time contracting parties. 

The Secretary-General of the United Nations shall promptly furnish 
a notification of each signature to this Decision to each Member of 
of the United Nations, to each other government which participated 


an the United Nations Conference on Trade and ee een and — 


to any other interested government. 


Note: Annex I will contain a separate identical decision, mutatis 
mutandis, for each other acceding government except Germany. 
Paragraph 1 of the decision for Germany follows. Each 
decision will contain place for signature by the contracting 
parties. 


Paragraph 1 of the Decision for the Accession of the Federal Republic of 


Germany: 


1 (a) 


— 
S 
7 


(c) 


The CONTRACTING PARTIES agree to the accession of the 
Government of the Federal Republic of Germany to the General 
Agreement on the terms relevant to such accession which are provided 
for in the Torquay Protocol to the General Agreement. 

The CONTRACTING PARTIES further agree that, notwithstanding 
the provisions of Article I of the General Agreement, the accession 
of the Government of ‘the Federal Republic of Germany will not 
require any modification in the present arrangements for, or status 
of, intra-German trade in goods originating within Germany. 

In according the benefits of the General Agreement to goods exported 
from the Federal Republic of Germany, the contracting parties 
will make no distinction between goods originating in the territory 
of the Federal Republic and those originating in the Western sectors 
of Berlin. 
The provisions of subparagraph 1 (b) and (c) above may be 
reconsidered at any time at the request of any contracting party, and 
any decision taken by the CONTRACTING .PARTIES in _ this 
respect will be taken by a majority of the votes cast. | 
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ANNEX II 


TORQUAY PROTOCOL TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE 


The Governments which are contracting parties to the General Agreement 
on Tariffs and Trade on the date of this Protocol (hereinafter called “the present 
contracting parties” and “the General Agreement” respectively), the Govern- 
ments of the Republic of Austria, the Federal Republic of Germany, the Republic 
of Korea, Peru, the Republic of the Philippines and the Republic of Turkey, . 
(hereinafter called “the acceding governments’’), and the Oriental Republic of 
Uruguay, which may accede to the General Agreement under the Annecy Protocol 
of Terms of Accession in accordance with the Decision of the CONTRACTING 
PARTIES of November 9, 1950 (hereinafter called ‘“Uruguay”), 


HAVING REGARD to the results of the negotiations concluded at Torquay, 


HAVE through their representatives agreed as follows: 

1. (a) Each of the acceding governments, with respect to the accession of 
which a decision under Article XX XIII of the General Agreement has been taken 
shall, upon the entry into force of this Protocol with respect to it pursuant to 
paragraph 11, apply provisionally and subject to the provisions of this Protocol: 

(i) Parts I and III of the General Agreement, and 


(11) Part II of the General Agreement to the fullest extent not inconsistent 
with its legislation existing on the date of this Protocol. 


(6) The obligations incorporated in paragraph 1 of Article I of the General 
Agreement by reference to Article III thereof and those incorporated in paragraph 
2 (b) of Article II by reference to Article VI shall be considered as falling within 
Part II of the General Agreement for the purpose of this paragraph. 


(c) For the purposes of the General Agreement, the schedules contained in 
Annex B upon their entry into force pursuant to paragraph 11 shall be regarded 
as schedules to the General Agreement relating to acceding governments. 


2. Upon the entry into force of this Protocol with respect to each acceding 
government, pursuant to paragraph 11 hereof, that government shall become a 
contracting party as defined in Article XXXII of the General Agreement. 


3. (a) On the thirtieth day following the day upon which this Protocol shall 
have been signed by a present contracting party or Uruguay, or on the forty- 
sixth day following the date of this Protocol, whichever is the later, the schedule 
relating to that contracting party or Uruguay contained in Annex A shall enter 
into force. 


(b) Portions of the schedules contained in Annex A which are the result of 
negotiations and agreement pursuant to paragraph 1 of Article XXVIII of the 
General Agreement may be made effective, by agreement of the negotiating 
parties, after the date of this Protocol and prior to the date determined pursuant 
to subparagraph (a), Provided that | 

(1) compensatory adjustments negotiated in return for withdrawals of or 
reductions in concessions contained in the existing schedules to the 
General Agreement may not be made effective later than such with- 
drawals or reductions, and 

(ii) any government proposing to make a portion of its schedule effective 
pursuant to this subparagraph shall give the Secretary-General of 
the United Nations at least thirty days’ notice of the date on which 
the proposed action will become effective. 
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(c) Portions of the schedules contained in Annex A which are the result of 
negotiations and agreement pursuant to procedures established by the Contracting 
Parties may be made effective, by agreement of the negotiating parties, prior 
to the date determined pursuant ‘to subparagraph (a), Privided that compensatory 
adjustments negotiated in return for withdrawals of or reductions in concessions 
contained in the existing schedules to the General Agreement may not be made 
effective later than such withdrawals or reductions. 


(d) When a schedule has entered into force pursuant to subparagraph (a) 
or when any portion of a schedule has been made effective pursuant to subpara- 
graph (b) or (c), such schedule, or portion (together with all provisions of the 
schedule in Annex A relevant thereto), shall become a schedule to the General 
Agreement relating to the government in question. In the case of any difference | 
between the treatment provided for a product in a schedule contained in Annex A, 
and the treatment provided for the same product in an existing schedule to the 
General Agreement relating to the same government, the treatment provided 
in the schedule contained in Annex A shall prevail when and so long as effect 
is given thereto pursuant to the provisions of this Protocol. 


(e) For the purposes of this Protocol, the “existing schedules to the General 
Agreement” shall mean the schedules annexed to the General Agreement and 
to the Annecy Protocol of Terms of Accession, as modified by: (i) the provisions 
of any protocol relating to their rectification or modification, or (ii) any other 
action, which was effective on September 28, 1950, taken pursuant to a specific 
provision of the General Agreement or to procedures baud: by the 
CONTRACTING PARTIES. 


4. Any government which has signed this Protocol shall be free at any time 
to withhold or to withdraw in whole or in part any concession, provided for in 
the appropriate schedule annexed to this Protocol, in respect of which such 
government determines that it was initially negotiated with a government which 
has not signed this Protocol, Provided that 


(1) the government withholding or withdrawing in whole or in part. any 
such concession shall give notice to all contracting parties, acceding 
governments and Uruguay within thirty days after the date of such 
withholding or withdrawal and, upon request, shall consult with any 
contracting party having a substantial interest in a product involved; 

(ii) any such withholding or withdrawal shall cease to be effective on the 

thirtieth day following the day upon which the government with which 

it was initially negotiated signs this Protocol; and 

this paragraph shall not authorize the withdrawal or withholding of 

any compensatory adjustments resulting from any negotiations and 

agreement described in subparagraphs (b) and (c) of paragraph 3, 

unless all withdrawals of or reductions in concessions contained in the 

existing schedules to the General Agreement, in return for which 
such compensatory adjustments were negotiated, are withheld or 
withdrawn for the same period of time, 


— 


(111 


5. (a) In each case in which Article II of the General Agreement refers to 
the date of the Agreement, the applicable date in respect of the schedules 
annexed to this Protocol shall be the date of this Protocol. 


(6) In each case in which paragraph 6 of Article V, subparagraph 4 (d) of 
Article VII, and subparagraph 3(c) of Article X of the General Agreement refer 
the date of that Agreement, the applicable date in respect of the schedules 
government shall be March 24, 1948. 
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(c) In the case of the references in paragraph 11 of Article XVIII of the 
General Agreement to September 1, 1947 and October 10, 1947, the applicable 
dates in respect to each acceding government shall be November 1, 1950 and 
January 15, 1951, respectively. 

(d) In the ease of the reference in paragraph 1 of Article XXVIII of the 
General Agreement to January 1, 1951, the applicable date in respect of the 
schedules annexed to this Protocol shall be January 1, 1954. 


6. (a) The text of paragraph 1 of Article XXVIII of the General Agree- 
ment shall be amended by the deletion of “On or after January 1, 1951” and the 
substitution therefor of “On or after January 1, 1954”. 


(b) Signature of this Protocol in accordance with paragraph 10 shall be 
deemed to constitute the deposit of an instrument of acceptance of the amendment 
set forth in subparagraph (a), within the meaning of Article XXX, paragraph 2, 
of the General Agreement. 


(c) The amendment set forth in subparagraph (a) shall become effective, in 
accordance with Article XXX, paragraph 1, of the General Agreement, when this 
Protocol shall have been signed by two-thirds of the governments which are at 
that time contracting parties. 


(d) Notwithstanding the provisions of subparagraph (c), the amendment 
set forth in subparagraph (a) shall not become effective in respect of concessions 
initially negotiated by a contracting party which has signed this Protocol with a 
contracting party which has not signed either this Protocol or the Declaration 
on the Continued Application of the Schedules of the General Agreement annexed 
to the Final Act signed at Torquay on 21 April 1951. 


7. (a) The provisions of the General Agreement to be applied by an acceding 
government shall be those contained in the text annexed to the Final Act of the 
Second Session of the Preparatory Committee of the United Nations Conference 
on Trade and Employment as rectified, amended, supplemented, or otherwise 
modified by such of the following instruments: 


Protocol Modifying Certain Provisions, signed at Havana on March 24, 1948 

Special Protocol Relating to Article XXIV signed at Havana on March 
24, 1948 

Special Protocol Modifying Article XIV signed at Havana on March 24, 1948 

Protocol of Rectifications signed at Havana:on March 24, 1948 

Protocol Modifying Part I and Article XXIX, signed at Geneva on 
September 14, 1948 | 

Protocol Modifying Part II and Article XXVI, signed at Geneva on 
September 14, 1948 

Second Protocol of Rectifications, signed at Geneva, on September 14, 1948 

Declaration of May 9, 1949 relating to Section E of Schedule XIX 

Declaration of August 11, 1949, relating to Section B of Schedule XIX 

Protocol Modifying Article X XVI, signed at Annecy on August 13, 1949 

Protocol Replacing Schedule I (Australia) signed at Annecy on August 
13, 1949 

Protocol Replacing Schedule VI (Ceylon) signed at Annecy on August 
13, 1949 

First Protocol of Modifications, signed at Annecy on August 13, 1949 

Third Protocol of Rectifications, signed at Annecy on August 13, 1949 

Annecy Protocol of Terms of Accession, signed at Anriecy on October 10, 1949 

Fourth Protocol of Rectifications, signed at Geneva on April 3, 1950 

Fifth Protocol of Rectifications, signed at Torquay on December 16, 1950 
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and by such other instruments drawn up by the Contracting Parties, as may 
have become effective by the day on which this Protocol enters into force for that 
government. 


(6) Signature of this Protocol by an acceding government shall constitute 
an acceptance of the rectifications, amendments, supplementations or other 
modifications of the General Agreement by such of the instruments named in 
subparagraph (a), and by such other instruments drawn up by the Contracting 


Parties and open for acceptance, as may not have become effective by the date on | 


which this Protocol enters into force for that government, such acceptance to 
take effect upon the same day as the signature of this Protocol by that 
government. 


(c) Without prejudice to any action taken by a contracting party under 
Article XXXV, signature of this Protocol by a contracting party or Uruguay 
shall constitute, except as it may specify otherwise at the time of signature, an 
acceptance of the rectifications, amendments, supplementations or other 
modifications of the General Agreement by such of the instruments named in 
subparagraph (a) and by such other instruments drawn up by the Contracting 
Parties and open for acceptance, as had not been signed or accepted by that 


contracting party or Uruguay, such acceptance to take effect on the day of 
signature. 


8. Any acceding government which has signed this Protocol shall be free to 
withdraw its provisional application of the General Agreement and such with- 
drawal shall take effect on the sixtieth day following the day on which written 
Ree of such withdrawal is received by the Secretary-General of the United 

ations. 


9. (a) Any acceding government which has signed. this Protocol and has 


not given notice of withdrawal under paragraph 8, may, on or after the date — 


on which the General Agreement enters into force pursuant to Article XXVI 
thereof, accede to that Agreement upon the applicable terms of this Protocol 
by deposit of an instrument of accession with the Secretary-General of the 
United Nations. -Such accession shall take effect on the day on which the 
General Agreement enters into force pursuant to Article XXVI, or on the 
thirtieth day following the day of the deposit of the instrument of accession, 
whichever shall be the later. 

(6) Accession to the General Agreement pursuant to subparagraph (a) 
shall, for the purpose of paragraph 2 of Article XX XII of that Agreement, be 
regarded as acceptance of the Agreement pursuant to paragraph 3 of Article 
XXVI thereof. 


10. (a) The original text of this Protocol shall be opened for signature 
at Torquay by present contracting parties and acceding governments on 
21 April, 1951. It shall thereafter be deposited with the Secretary-General of 
the United Nations and shall be open for signature at the Headquarters of 
the United Nations from 7 May 1951 to 21 October 1951 by present contracting 
parties and acceding governments, and by Uruguay, provided Uruguay shall 
previously have signed the Annecy Protocol of Terms of Accession in accordance 
with the decision of the Contracting Parties of 9 November 1950. 

(b) The Secretary-General of the United Nations shall promptly furnish 
a certified copy of this Protocol, and a notification of each signature to this 
Protocol, of each deposit of an instrument of accession under paragraph 9(a), 
and of each notice under paragraph 3(6) or 8, to each Member of the United 
Nations, to each government which participated in the United Nations Con- 
ference on Trade and Employment, and to any other interested government. | 
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(c) The Secretary-General is authorized to register this Protocol in accord- 
ance with Article 102 of the Charter of the United Nations. 

11. Provided a decision under Article XX XIII of the General Agreement 
has been taken agreeing to the accession of an acceding government, this 
Protocol, including the schedule relating to that acceding government contained 
in Annex B, shall enter into force for that acceding government 

(a) on 20 July, 1951, this Protocol has been signed by that acceding 
government by 20 June 1951, or 
(6) on the thirtieth day following the day upon which it shall have 
been signed by that acceding governemnt, if it has not been signed 
by that acceding government, by 20 June, 1951. 
The date of this Protocol shall be 21 April 1951. 


Done at Torquay, in a single copy, in the English and French languages, 
both texts authentic except as otherwise specified with respect to schedules 
annexed hereto. 


Nore: There will follow a signature page for the contracting parties, Uruguay 
and acceding governments, 


ANNEX A 


SCHEDULES OF PRESENT CONTRACTING PARTIES AND URUGUAY 


ANNEX B 


SCHEDULES OF ACCEDING GOVERNMENTS 
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ANNEX III 


DECLARATION ON THE CONTINUED APPLICATION OF THE 
SCHEDULES TO THE GENERAL AGREEMENT 
ON TARIFFS AND TRADE 


The Contracting Parties to the General Agreement on Tariffs and Trade 
(hereinafter referred to as “the General Agreement’’) 

Desiring to continue the application of the schedules to the General Agree- 
ment until January 1, 1954, 


Having taken note of the modifications made in accordance with the provi- 
sions of Article XXVIII of the General Agreement in certain items of the said 


schedules, which modifications are incorporated in Annex A to the Torquay 


Protocol to the General Agreement, dated today, 


Hereby Declare that they will not invoke prior to January 1, 1954 the 
provisions of paragraph 1 of Article XX VIII of the General Agreement to modify 
or cease to apply the treatment which they have agreed to accord under Article 
II of the General Agreement to any product described in the appropriate 
schedule annexed to the General Agreement. 


The provisions of the preceding paragraph shall not apply to concessions 
initially negotiated with a government with respect to which neither this 
Declaration nor the Torquay Protocol to the General Agreement is in effect. 


The original of this Declaration shall be deposited with the Secretary- 
General of the United Nations who is authorised to register this Declaration in 
accordance with Article 102 of the Charter of the United Nations. 


The Secretary-General of the United Nations shall promptly furnish a 
certified copy of this Declaration to each Member of the United Nations, to 
each other government which participated in the United Nations Conference on 
Trade and Employment, and to any other interested government. 


In Witness whereof the respective representatives, duly authorised, have 
signed the present Declaration. 


Done at Torquay, in a single copy, in the English and French languages, 
both texts authentic, this twenty-first day of April, one thousand nine hundred 
and fifty-one. 


Nore: There will follow place for the signatures of the contracting parties. 


; 
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MINUTES OF PROCEEDINGS 


Wepnespay, May 30, 1951. 


- The Standing Committee on Banking and Commerce met at 4.00 o’clock 
p.m. Mr. Cleaver, Chairman, presided. 


Members present: Adamson, Argue, Ashbourne, Bennett, Blackmore, Cannon, 
Carroll, Coté (St. Jean-Iberville-Napierville) , Crestohl, Fleming, Fraser, Fulford, 
Gingras, Gour (Russell), Harkness, Hellyer, Helme, Hunter, Laing, Leduc, 
Macdonnell (Greenwood), Picard, Richard (Gloucester), Richard (Ottawa Hast), 
Riley, Sinclair, Thatcher: ; 


In attendance: Mr. Hector B. McKinnon, Chairman of Tariff Board; Mr. 
W. J. Callaghan, Commissioner of Tariff, Department of Finance; Dr. C. M. 
Isbister, Director, International Trade Relations Branch, Department of Trade 
and Commerce; Dr. E.’ A. Richards, Principal Economist, Department of Agri- 
culture; Mr. J. J. Deutsch, Director, International Economic Relations Division, 
Department of Finance; Mr. S. 8. Reisman, International Economic Relations 
Division, Department of Finance. 


On motion of Mr. Carroll: 


Resolved,—That the Committee print/from day to day such copies of its 
minutes of proceedings and evidence, in French and English, as may in the 


opinion of the Chairman, be required. 


On motion of Mr. Laing: 


Ordered,—That the documents embodying the results of the Torquay 
Negotiations be printed as an appendix to the report of the meeting held on 
Tuesday, May 29, 1951. (See Appendix A to Minutes of Proceedings and 
Evidence, Tuesday, May 29, 1951.) 


Mr. Callaghan was called and tabled for distribution copies of a document 
showing the number of items in the tariff entitled “Tariff Items”. At the 
suggestion of the Chairman, it was agreed that this document should be printed 
as Appendix A to the report of this day’s proceedings. 


Mr. Callaghan also tabled for distribution copies of a document. entitled: 
“Statement showing the British Preferential and Most-Favoured-Nation Rates 
of duty in effect prior to and after Torquay Tariff Negotiations and the total 


imports from all counties during the calendar year 1949 of the products listed 


in Schedule V to the Torquay Trade Agreement”’. 


On the motion of Mr. Sinelair: 


Ordered,—That the latter document tabled by Mr. Callaghan be printed as 
an appendix to the report of this day’s proceedings. (See Appendix B) 


Mr. Callaghan made a statement with respect to the two documents tabled 
and was questioned thereon. 


Messrs. McKinnon, Deutsch and Isbister answered questions, specifically 
referred to them, arising out of the evidence given by Mr. Callaghan. 


At. 5.50 o’clock p.m. the Committee adjourned to meet at the call of the 
Chair. 
R. J. GRATRIX, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House oF COMMONS, 
May 30, 1951. 


The CHatrMAN: Gentlemen, we have a quorum. First, we should have 
a motion with regard to printing. On the occasion when this committee dealt 
with the Geneva trade agreements we started off with printing 500 copies in 
English and 200:in French, and later as the need arose the number was increased. 


Mr. Carroll moves that the committee print from day to day such copies 
_ of its minutes of proceedings and evidence, in French and English, as may in the 
opinion of the Chairman, be required. T will ask all those in favour to so 
indicate. | 
Carried. 


Now, gentlemen, I should like to have authority to have printed as an 
appendix to the evidence taken at our first meeting the documents embodying 
the results of the Torquay negotiations. Mr. Laing so moves. Will all those 
in favour so indicate? 

Carried. 


(Appendix A to Minutes of Proceedings and Evidence, Tuesday, May 29, 
— ~:1951 s embodying the results of the Torquay negotiations.) 

Now, just to carry on from where we left off yesterday, I will ask Mr. 
- Isbister if he has anything further to say to the committee. 


Mr. Ispister: Mr. Chairman, I have nothing further to EEC in ae 
way of a prepared statement. 


The CHAIRMAN: Do members of the committee wish to ask any further 
- questions of Mr. Isbister with regard to his statement? If not, shall we hear 
~ Mr. Callaghan? 


Mr. W. J. Callaghan, Commissioner of Tariff, Department of Finance, 


called: 


The Wirness: Mr. Chairman and members of the committee, at the present 
time I am going to make a few general remarks. First of all with regard to 
the tariff, the second last consolidation was issued in 1944; the present con- 
} solidation was printed in 1950. It may be necessary to i a new consolidation 
_ printed in a year’s time. | 
| We are often asked how many items there are in the tariff. There is only 
one way to find out and that is to count them. We had a count made and found 
that in the printed tariff there are 1,927. If we add the new items of the 

Torquay agreement there would be 97 more, and the new items in the budget 

this year would add 14; so we can safely say there are about 2,038 items in 

the customs tariff. That is only a figurative guidance because one item may 
be worth a lot and the next one may be worth very little. 


Mr. Macponnetu: Do you have to know them all to be a tariff expert? 


The Witness: The Canadian tariff today is a three columnar tariff: British 
preferential, the most-favoured-nation, and the general. Some of the items 
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are free under the three tariffs—the British preferential, the most-favoured- 
nation, and the general. I find there are now about 446 items in this category. 

Then there is another group of items, about 141, that are free both on 
the British preferential and most-favoured-nation tariffs; and there are about 
576 items which are duty free under the British preferential with rates of duty 
under most-favoured-nation and general tariffs. 

This leaves 875 items dutiable under the B.P., m.f.n. and general tariffs. 
This does not mean that only 875 items carry a margin of tariff preference 
for products of British commonwealth origin. To this figure should be added 
the 576 items that are duty free under the B.P. only. It could be safely 
estimated that a preference exists today on about 1,450 items in the tariff. By 
preference ] mean where there is a difference between the British preferential 
and the most-favoured-nation rates of duty. 

Mr. Carroti: Are they enumerated in one of these three categories? 


~The Witness: Everything under the sun comes under some one particular 
item of the tariff. | 

Mr. Carroiu: Either the preferential, most-favoured-nation or the general? 

The Witness: Yes. Everything that is imaginable comes under the 2,038 
items. If there is no specific item in the tariff, item 711 applies. 

Mr. Laine: Or n.0.p.? 


The Wirness: N.o.p..is used of an item if the product is not provided for . 
some place else. 

Mr. McKrnnon: I think it might be well for Mr. Callaghan to repeat 
his last statement. Some members of the committee were trying to take it 
down. I refer to the statement where you gave the number of items which 
bear a preference out of the total number of items. 

The Witness: I will do a little better than that; I will distribute a copy 
of what I stated. 


The CHAIRMAN: Shall this statement be printed as an Appendix to a s 
Proceedings? Agreed. 


(Appendix A—Statement of tariff items.) 


Mr. Macponneu.: May I ask if Mr. Callaghan is going to give us figures 
which will indicate the relative importance of these items to our total imports? 

The Witness: The volume of trade for a specific year under each of these 
eroups? With the figures I have I might be able to compile this information. 

Mr. MacponneELu: We cannot roughly use eth like 2,000 and 1,450 and 
draw any inference. 


By Mr. Harkness: 


@. Have you any breakdown, or can one be seal as to which of these 
dutiable items are what you would call.raw products and which are called 
manufactured goods, and the value of each?—A. No, I have not got that. 

Q. You have no figures on that—A. ‘No, there are no figures. 

Q. No figures as to the value of each?—A. There are somewhat similar 
figures given in the front of the trade returns, but sometimes materials are 
included with manufactured goods. Now, take automobiles and automobile 
parts: you cannot separate those. ‘Take one under the heading of the finished 
article. 

@. Those are all manufactured goods.—A. Yes, they are manufactured 
goods. 

Q. I am talking about where there is any breakdown as between raw 
products like sugar on the one hand and on the other hand automobiles or 
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automobile parts?—A. Sugar is a manufactured product, too. I will look into 
this matter and see if the Bureau of Statistics have ever compiled such infor- 
i mation. 


Mr. Stnciatmr: Would you not have trouble in deciding too whether lumber 
is a raw produet or whether the log itself is a raw product, or whether plywood 
is a raw product; in the tariff items in the present budget you have some tariff 


items which include rough, unfinished parts as well as final parts? 


The Wrrness: Yes, that is true. I will look into this. It may not be 
_ possible to get the information. I do not think it is possible. 

I have prepared another statement which I think will be useful to the 
- committee, and I have copies here, showing the British preferential and most- 

favoured-nation rates of duty in effect prior to and after the Torquay tariff 

negotiations, and the total imports from all countries during the calendar year 
— 1949 of the products listed in schedule V to the Torquay trade agreement. 

This document is an extended copy of the Torquay trade agreement with 
_ the British preferential rates before and after Torquay and the most-favoured- 
nation rates before and after Torquay and the amount of the total trade 
— involved. 


: Mr. Stncuatr: Mr. Chairman, since this committee is to be regarded as of 
value from an educational point of view as well as for its committee purposes, 
: I would suggest that this statement would make a very useful appendix to our 
_ proceedings. It appears rather bulky, but I do not think it will actually be 
_ bulky when it is printed. 
Mr. Hunter: In that last statement—in the first sheet you gave us—do I 
understand that of the 875 items dutiable under the free tariffs there is a 
oe in each case for the British preferential? You say in your state- 
ment: “This leaves 875 items dutiable under the British preferential, most 
_ favoured nation and general tariffs. This does not mean that only 875 items 
carry a margin of tariff preference for products of British commonwelath origin. 
To this figure should be added the 576 items that are duty free under the 
pF. only.” 


The Witness: Yes. 

The CHatrMAn: Mr. Sinclair moves that the statement showing the British 
prefeerntial and most favoured nation rates of duty in effect prior to and after 
the Torquay tariff negotiations should be printed as an appendix to today’s 
evidence. I think it would be very useful to the committee members and to 
the members of the House to have that information in a nice consolidated 
form. 

Mr. Harkness: Yes, as a statement on the importance of these various 
items, this is shown quite clearly. 

Agreed. 

(See Appendix B.) 


Mr. Laine: Did I hear Mr. Callaghan give the total figure for the column 
on the right-hand side? 

The Wrirness: The total figure on the right-hand side is shown there. It 
amounts to something like $665 million. 


By Mr. Macdonnell: 


_  Q. That is out of the total import trade of— —A. In the neighbourhood of 
- $3 billion for the 1949 total import trade; $2,761,000,000 for 1950—$3,174,000,000 
—somewhere around $3 billion total import trade. 

Q. In other words, these items cover one- -fifth of our total import trade?— 


i Yee: 


See Se ee Ee ee 


x 


44 . STANDING COMMITTEE ‘a 

Q. Could we have some generalization as to the rest? Is the rest free?— 
A. No, the other items are not duty free. These are just the items dealt with 
at Torquay. 

Q. Yes. I had forgotten——A. The reason why I did not use the total trade 
in this statement is quite obvious. For example, we bound raw cotton. It was 
already bound to the United States at Geneva. Peru asked for it. It totalled 
$67 million alone. The binding of this item was a concession to Peru. 

Mr. Harkness: What do you mean by “bound”? 

The Wirness: The binding of item establishes a maximum tariff rate 
beyond which customs duties may be increased during the life of the agreement; 
and the only advantage to the country receiving the binding is that it would 
have to be consulted before that tariff could be increased. 


By Mr. Bennett: 


Q. Was there a general agreement at Torquay about dumping duties ?— 
A. There is a section regarding dumping duties in the general agreement of 
tariffs and trade which was not discussed at Torquay. There was another 
important item that was bound to Peru and that was anthracite coal which 
was reduced to free at Geneva. Imports under this item were another $47 
million. Those two figures alone swell the total. There are many others. 

Q. Will you explain how the dumping duty works, if you are through with 
that question?—A. The dumping law is in the tariff. It was amended or 
modified a few years ago in line with Geneva, and probably the best way of 
explaining it 1s by reading section 6 of the customs tariff. This is a matter of 
interpretation, a matter of administration more or less. 


The Cuatrman: If any member of the committee really wants authentic 
and detailed information in regard to the dumping duties, let us get it. But let 
us not get it piece-meal. I shall undertake to provide ‘a witness to give you 
that information if you want it. Mr. Callaghan is from the Finance Depart- 
ment. He is not from the National Revenue Department. 

The Witness: It is all explained in a circular published by the National 
Revenue Department. It is marked Series D-87, Revised. This circular contains 
the text of section six of the Customs Tariff. It is all explained there. 

Mr. Sincuatr: Only a week ago in the House I think the Minister of 
Finance made quite a long statement about the principle of dumping duties and 
their application to one item. 


The CHatRMAN: Thank you. 


The Witngss: I would not. like to explain this ah in detail because 
I might say something which might not agree wholly with the administration of 
this law by the Department of National Revenue. 

The CHatrMANn: I have been in committee work long enough to know that 
if you are going to get anywhere in an inquiry, you must do it in an orderly 
fashion. I shall see that the proper witness is brought here for that purpose. 

Are there any further plea Mr. Callaghan, or have you any further 
general information? 

The Wirness: I would like to add that yesterday Mr. Isbister gave the 
committee the general idea of how requests and representations for tariff — 
reductions in foreign countries were handled. 

I shall now deal very briefly with that subject. Before we went to Geneva 
in 1947, briefs were obtained. We received about 400 or 425 briefs. 

The same principle was followed before Annecy, when I would say about 65 
briefs, or something of that order were received. : 

The same invitation was sent out to the trade before Torquay. But the — 
number of briefs dropped down to perhaps 35 or 40. However, that does not 
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- mean that numerous representations were not received. When an association 


submits a brief, it has got to satisfy every member of that association, and it is 
hmited in scope. But in so far as the tariff on exports are concerned, request 
may be presented for tariff concessions on any product which we export. When it 
comes to the other part of the brief, when they have to offer concessions in the 
Canadian tariff, you do not find very many of them. They usually point out 
why the Canadian tariff should not be reduced. 

Industries and associations have to a considerable extent departed from 
written briefs. They prefer to make verbal representations, or write short letters, 
after they have made verbal representations. 

Before we went to Torquay hundreds of representations were received, which 
never reached the form of brief. I have had a check made and there are about 
4,000 papers which might be called briefs, which accumulated between Annecy 
and Torquay. 


By Mr. Macdonnell: 


Q. What did you do with them?—A. I took them all with me to Torquay. 
I may say that I still have them. I admit that I have not fully read every brief 
submitted in 1947. 

Representations were received from every available source. Many came 
from firms in the United States and in the United Kingdom. Many manufac- 
turers and business men from the United Kingdom visited Canada before we 
left for Torquay on the average of two or three people a week. One of the 
objects of their visit to this country was to get preferred tariff treatment on 
their goods coming into Canada. 

But with respect to the individuals and manufacturing firms in the United 
Kingdom, when you informed them that if we reduced the British preferential 
tariff we must also reduce the most-favoured-nation tariff, they invariably came 
to the conclusion that things had better be left the way they were, because if 
the most-favoured-nation tariff were reduced it might mcerease their competition 
from the United States, France, Germany, and other countries. 

I can add nothing more except to assure you that every representation made 
received consideration. They were not all acted upon by any means. At Torquay 


-as you have alredy been told, the practice followed was to give away as little 


as possible. I think Mr. McKinnon told you that yesterday. 

There are, of course, many tariff requests still on file and not dealt with 
because there was not an opportunity. We did not feel like handing out con- 
cessions as gratuities to some other country without getting something back in 
return, particularly when negotiating trade agreements. 

With these general remarks, I am now ready to answer any questions. 


By Mr. Sinclar: 

Q. I would like to point out, Mr. Chairman, that so far we have had 
Dr. Isbister explaining how they canvassed the Canadian trade which was anxious 
to get tariff concessions in other countries.—A. I do not have to canvass them. 

Q. No. The people in other countries come to you asking for concessions.— 
A. Yes. 

©. But you have not yet explained what sort of canvass is made of Canadian 
manufacturers wanting to get the benefit of concesssions which you give to other 
countries.—A. If they are individual manufacturers, importers or small asso- 


-ciations, they make representations verbally or by letter; but in the case of 


some of the larger associations, a well prepared brief is usually submitted. 


By Mr. Macdonnell: 
Q. How would they know what to make representations against?—A. They 
outline the tariff position on the goods which they manufacture, and they point 
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out pretty clearly the dire results which would follow if the tariff were reduced on 
any of the products whieh they make in considerable quantity. 


By Mr. Cannon: 


Q. Suppose you received a request from a foreign country for a reduction 
on two or three tariff items. How would you go about notifying people in 
Canada who would be affected by those reductions so that they could make repre- 
sentations?—A. By writing to them. 

Q. Do you write to them?—A. Yes, so far as it is possible. 

@. And you do that in all cases?—A. Pretty much so. 


By Mr. Bennett: 


Q. I understand that the tariff on apples was cut in half, and that it brought 
about a lot of trouble last year in connection with the importation of American 
apples. It is tariff item No. 98. I see that you have cut it in half. Might I 
ask if the apple associations were notified—A. We had a good brief from the 
Horticultural Council. Of course, in that case I would not write to every 
grower and producer of apples. It would be the Horticultural Council which 
would make the representations. They would be made primarily to the Depart- 
ment of Agriculture. ) 


By Mr. Sinclaar: 


Q. Also, in that particular case again, the exports to the States were about 
ten times as much as the American exports to Canada. So the balance was very 
much in our favour—A. When it comes to details about apples, I shall have to 
ask Dr. Richards to answer the question. 

But I can give you another example. It is a case pending which has not been | 
acted upon. The agent of an English firm in Toronto made representations 
several times in regard to the duty on trailer springs, heavy springs for heavy 
trailers. 

It is a tariff item with a fair rate in the British preferential, while the most 
favoured nation is not much higher. I think it is 224 pc. under the British 
preferential and 274 under the most favoured nation tariff. | 

This agent anton to get free entry. But if you make the British preferen- 
tial free, then you must reduce the most-favoured-nation to 5 per cent. 

We have three or four firms in Canada manufacturing motor vehicle 
springs. I obtained the views of the industry in Canada. It was very easy to 
consult the manufacturers of springs in Canada. The matter is still pending. 

The agent has a pretty good case} but I do not know what the outcome will 
be. We endeavour to get both sides of the story. When it comes to apples or 
to farm products, there is only one general source of information the Department 
of Agriculture or the Horticultural Council. You cannot consult every party 
interested. 


The CHAIRMAN: Now, gentlemen, shall we go into individual items, having 
heard the general remarks? 


By Mr. Cannon: 


Q. Oh, Mr. Chairman, I am not making a suggestion, but I want to ask 
Mr. Callaghan if he does not think that when requests are received, like that or 
from the United States asking for a reduction on certain items, that instead of 
leaving it to him, or to a successor who might not have as much experience or as 
much knowledge of trade conditions to make up his mind whom they were going 
to apply to in this country to argue it, whether it would or would not be a good 
thing to provide in the law or in some manner for public notice to be given either 
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in the Canada Gazette or in some such way as that, so that everybody would 
_ have a chance to be informed of any tariff reductions that were requested, rather 
than to have it left to his own initiative—A. I am afraid you would have ten 
public notices in every issue of the Canada Gazette if you did that. 

Q. Do you think it would be as bad as that?—A. I think it would be quite 
as bad as that. It would be very much like the automobile and the textile indus- © 
try. In cases where many interests are concerned the minister may decide the 
whole question be referred to the Tariff Board for the purpose of a public inquiry 
and report. This Tariff Board was set up to look into large industries and to 
make inquiries. In that way every party interested is given an opportunity to 
be heard. A recommendation is made by the Tariff Board to the minister, after 
all the evidence is obtained. Others are dealt ii by the office of the ‘Com- 
missioner of Tariffs. 


The CuarrMANn: Are there any further general questions? 


By Mr. Thatcher: 


Q. I have a question, Mr. Chairman. I wonder if Mr. Catach at could tell 
the committee the number of concessions that were made by Canada to the 
United States, as well as the dollar value of them? And then, in turn, I would 
like to know what we received from the United States in the way of concessions 
as well as the dollar value of them. I would like to compare what we got 
from the United States with what we gave to the United States—A. In the 
press release we put in these two paragraphs, which read as follows: 


TARIFF CONCESSIONS GRANTED BY CANADA 


The tariff concessions made by Canada at Torquay cover 397 items 
| or sub-items of which 261 are reductions in the present most-favoured- 
a nation tariff and 136 are bindings of the existing rates of duty. Most of 

these bindings cover items already bound at Geneva or Annecy. Only 
37 are new bindings. These concessions are shown in Schedule V of the 
Torquay agreements. This schedule consists of Part I covering the most- 
favoured-nation tariff and Part II covering the preferential tariff. 

Canada’s total imports during the calendar year 1949 from. all 

countries under the 261 items or sub-items on which the most-favoured- 
nation tariff was reduced at Torquay amounted to over $391,000,000. 
The reductions directly negotiated. with the United States cover over 
$311,000,000 worth of these imports. Imports from all countries under 
the 37 items or sub-items referred to above as new bindings amounted to- 
almost $45,000,000 in value of which the United States supplied over 
95 per cent. 


Now, the direct answer to your question is that we reduced the tariff on 
261 items or sub-items. The total trade involved at Torquay from all countries 
under these 261 reductions amounted to $391 million; and of that amount $311 
million came from the United States. 

Q. The number of concessions which you made to the United States was 
whate I mean just to the United States alone? What were the concessions 
which you made to the United States, the number and the value of them?— 
A. The number? 

@. Yes?—A. The number of items? 

@. Yes?—A. I have not got the number of items at the taGaieiat I think it 
is nearly 90 per cent of the total. But the value of the reductions to the United 
States was about $311 millions. I think the items numbered around 300 or 350, 
somethnig like that. 
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Q. What was the opposite side of the case, then? : 
Mr. ISBISTER: $120 million in the United States was the figure which was 
given. 


By Mr. Thatcher: 
Q. Are we to take it then that is the reason why we got so much: less from 
the United States than we gave them?—A. No. 
Q. Is it not $120 millions as compared with $311 millions?—A. No. 


By Mr. Laing: 

Q. Is it not 10 per cent of $391 million and 20 per cent of the other figure? 
—A. Some of the reductions we got were 50 per cent reductions, from 40 per 
cent to 20 per cent. But as a general rule, in a few cases it went further than 
24 per cent. | 

Mr. THatcuer: You figured it out over there? 

The Witness: Yes. 

Mr. Laine: Have these been worked out in general? 

Mr. THatcHerR: Yes, and if you work it out to include the dollar value, 
when you include your percentages, I would like to know the dollar value of the 
concessions received and the concessions given. You told me that these figures 
are for trade which is immediately involved? 

The Witness: Yes. 


By Mr. Thatcher: | 
Q. But in percentages. You must have a figure. Could you not get it for 
us at the next meeting perhaps?—-A. You would have to take every item. 
Q. I do not want you to go to a lot of work. | 


By the Chairman: 


Q. Does it not of necessity change from year to year depending upon amade 
conditions?—A. Yes. I could make an estimate of them. I think it is some- 
where around 24 per cent of $311 million. No, that is not quite high enough. 
5 per, cent would be too high for the whole picture. I think I would make an 
estimate of between $13 million and $14 million. I think that is the figure 
which you had in mind. 


By Mr. Thatcher: 


Q. The only thing I wanted to establish is: Did we give the United States 
too much, or was it about the same as we got from them? Can you tell me 
that?—A. I know that pn per cent would be a little too low. I think 5 per cent 
would be a hittle too high. So I think it must be somewhere between the two, 
say $13 million or $14 million. : 

@. Yes. That is the concession we made tg the United States?—A. Yes. 

Then what did we get in return for that? 


By Mr. Argue: 
Q. What percentage is the $120 million?—A. That is my difficulty. I 
think that Trade and Commerce could answer that. 


Mr. Hunter: That would not give us a true picture because by a lowering 
of the tariff our exports might be greatly extended. 

Mr. TuHatrcHer: Can you give it to us with 1949 as the base year? 

The Wirness: I shall take the figures and try to balance them out. 

Mr. Srncuair: According to the example given with regard to. British 
Columbia plywood, we have had but little export business to the United States 
because of this tariff. 


~~ — eee 
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Mr. Hunter: They may have a much higher import now due to our 
reductions. ; 


Mr. THatcuer: All I want is the information I asked for. 

The CuarrMan: If you sat and considered the matter quietly in your own 
minds, you would see how impossible it is even to estimate it. 

Mr. Arcun: It cannot be so impossible, since we already have an estimate 
in one case of $13 million to $14 million. Mr. Thatcher is asking only for an 
estimate. 


The CuHairMAN: I wonder if Mr. Deutsch would care to comment on this 
matter? 


Mr. DevutscH: It is an extremely difficult problem, Mr. Chairman, to | 
estimate what the effect of tariff reductions will be in terms of trade. 

It is possible, as you will see, that one might make an agreement where 
there were reductions on both sides, where the past trade on items on which 
concessions received may have been zero, if you took an extreme case. 

But suppose we negotiate a tariff agreement with the United States on 
items where the tariff in every case was so prohibitive in the past that no trade 
could take place. And suppose we should get very substantial concessions, or 
suppose we got complete elimination of those tariffs. If you take simply the 
trade measurement in any given year—it always has to be the past year, because 
you do not know what the future 1s going to be—so, for the past year, under 
these prohibitive tariffs there would be no trade whatsoever. 

In such a case, you would say: We got concessions on nothing, whereas 
in fact we actually may have got enormous concessions, depending on how 
far those tariffs were brought down, and depending upon the possibilities for 
the development of future trade. 

_I think, statistically speaking, a past situation can tell you very little 
about what the future is going to be. That will depend upon how effective 
these reductions are going to be in the development of trade. 

Naturally, when we are making agreements, the delegation making the 
agreements has to assess the possibilities to the best of its capacity. They 
know what the industries are, and what the potentialities of those industries are. 
They know something of the possibilities of trade in the items concerned. And 
on the basis of their judgment they must decide whether an equitable agreement 
has been reached. 

Merely to add up figures of past trade will not tell you what the answer - 
will be. It will make an interesting bit of information, but it will never tell 
you whether an equitable and reciprocal agreement has been reached because 
that will depend upon the affect of those reductions on trade in the future, and 
you cannot say what that is simply by reference to trade in the past. 


Mr. Srncuarr: One year from now, could you not take an item on which you 
have made concessions, and on which there may be trade after one year follow- 
ing the negotiations, and compare it with the trade of the year before? 


Mr. DrutsH: Yes. Thereby you would get the first indication. We could 
take the year 1950 in which year the tariffs were as they were before Torquay, 
and having taken the trade for the year after June 6th and compared them 
it would give us the first indication. But even that would not be a conclusive 
indication because some of the industries that are taking advantage of the 
reductions may require several years to get into a position to take full advantage 
of the concessions. 

There are a number of cases like that. Consider the plywood industry as 
an example. They have not been geared for full-out export to the United States 
in the past. The affect of the 40 per cent tariff was prohibitive. There is no 
need of going over that. But that tariff has now been cut in half. So it may 


_ be that the industry will require a few years to build up its capacity in order to 


take full advantage of that reduction. 
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Mr. Laine: They are afraid that it won’t, in the State of Washington. 

Mr. Dreutscu: The industry has been able, up to the present time, to get 
over the 40 per cent tariff to some extent. But I believe that cutting the rate 
in half will be of very great benefit to the industry. However as to what will 
happen in the future, I cannot say. 

The CHAIRMAN: It will depend in part upon the industry itself. 


Mr. DeutscH: Taking views of past trade and- judging from them what the 
future is going to be is a very difficult thing to do. 

Mr. Larne: We have got a theoretical figure on the record now as it what 
_we have given away. As nearly as I-can make out in the case of lead and zine 

alone it amounts to $8 million. | 

Mr. DeutscH: This calculation you are speaking of is really an estimate of 
the changes in duties. It is not trade. All we are saying is how much in the 
way of duties we gave up. All that it tells you is how much less revenue we are 
getting, assuming that the trade remains the same. 

Mr. TuHatcuer: Did the delegation feel that what they got from the United 
States was reasonably similar to what they gave? 

Mr. Drurscu: Yes, otherwise they would not have agreed to it. 


Mr. TuHatcuer: Did you find that you were not able to get what you wanted 
because of the American’s hands being tied by this 50 per cent clause? 


Mr. Drutscu: Yes. But that is another question. We did not by any 
means get everything the way we would have liked to get it, partly ora: of 
that 50 per cent limitation and partly because of other factors. 

Of course, that is precisely what is taken into account when you. decide 
what you think you should get. 

You have to bear in mind the limit of their capacity to give you concessions, 
and you judge your whole plan of strategy in the light of what you know they 
can give, or are likely to give, or what, in the end, they do give to you; and you 
decide how much you can afford to give on your side. 

You try to get mutually advantageous arrangements. You can never 


weigh it exactly in the scales, because there are so many imponderables 


entering into the question. So you try to use the best possible judgment you can. 


Mr. Laine: With respect to this theoretical figure we have applied to the 
concessions, I take it Mr. Callaghan estimated it out of last year’s experience? 


Mr. DrutscH: Yes. 
Mr. Lainc: May we get a further theoretical figure out of last year’s 


experience? 
Mr. DeutscH: I would say that what you are getting is an estimate of the 
change in duties, provided the trade remains the same. 


The Cuairman: And if trade should double, you are even. 


Mr. DrutscH: Yes. 

Mr. SrncuatrR: One other point which I think should be on the record is 
this: Very important concessions were made on canned salmon in British 
Columbia. The salmon people there feel they cannot get into the American 
market right now. They have the salmon, but they say it will take some time 
for them to establish a trade name. ‘They believe that the Americans will 
continue to buy the American brands, and that it will not be until the first 
second, or even the third year, and by the time these provisions of the Torquay 
agreements lapse, that you will then be in a position to give a very accurate 
estimate of the improvement in our trade because of this agreement. 
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Mr. Deurscu: That is right. About three years from now you will have 
a pretty good idea of what the effect of these reductions will be. I think it will 


ey take that length of time for them to take full advantage of what they have 


got now. 

In the case of the Geneva agreement the same thing was true. I mean the 
1947 Geneva agreement. 

I think it was said that we got concessions of $89 millions of trade, and it 
was assumed that the trade would exceed $89 millions; and if you look back 
to what happened to trade between 1947 and 1950, you will see there has been 
an enormous increase in many of the items in which concessions were obtained 
at Geneva. The increase has amounted to many many times this figure of 
$89 million. It is almost ten times that figure. 


Mr. Harkness: The increase would be due to a large extent to other 
factors? . 


Mr. Derutscu: Yes. 


Mr, McKinnon: Mr. Chairman, might I say how unrealistic it is to take 
the dollar value of past trade which, after all is just an historical figure, and use 
it as a yardstick. 

I know what is in the minds of some of the committee, namely, the apparent 
disparity, the arithmetical disparity, between the figure of $310 million or 
$311 million on one side, and the figure of $110 million or $111 million on the 
other side. 

Between $150 million and $200 million of one of these totals is made up | 
by imports entering Canada under two items only, and on those two items the 
reduction we put into effect is only 24 per cent. 

In other words, a total import value of something approaching $200,000,000. 
out of $300,000,000 odd is represented by imports in two items and one sub-item 
on which the rates were reduced by only 24 per cent. As a result of our rather 
small reduction, the trade may be very little increased as far as imports from 
the United States are concerned. But when we get a 50 per cent reduction on 
products such as plywood, as well as a number of 25 per cent reductions on 


other important exports, I think it shows pretty clearly that you are comparing 


things which are not alike. 


Mr. THatrcuer: You say’ that it is unreal to base these concessions upon 
past figures. How precisely do you base them, then? 


Mr. McKinnon: You mean: How do we know when we have got an 
agreement? 


Mr. THatcuer: No, How do you try to balance the quid pro quo between 
two countries, if you do not use past figures as a basis? 


Mr. McKinnon: I admit that past figures are all you have got to go on, 
so far as something tangible and concrete is concerned. On the other hand, 
I would never agree that you could make an agreement by matching up equal 
dollar values on both sides. I do not think that would ever provide for a mutually 
satisfactory agreement. 


Mr. THarcHer: Do you not try to get as much as you can? 


Mr. McKinnon: Certainly we try. Our purpose in every agreement is to 
get all we can and to give as little as possible. And you only know when you 
have an agreement by the sense -of it, by the feel of it. It is not a case of 
balancing one item against another item. It is not a case of complete reciprocity 
with any two items. It is a case of getting the sense of your own concessions as 
against what you received from the other. I would submit again with all 
respect that the figure of past trade is not a realistic yardstick at all. 
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Mr. Laine: Since we have a record of $13 million or $14 million, I would 
be happy to see the agreement now made applied to last year’s experience. 


Mr. McKinnon: You mean on the export side? 


Mr. Stncuair: Yes. _ 

Mr. McKinnon: Here is another factor. You must take into consideration 
in connection with. particular products, let us say, aluminum, that a very small 
reduction in the existing rate may mean a very great increase in exports. But 
in other cases a very much greater reduction in the rate of duty may not 
appreciably increase the exports or the imports. So much depends on the 
particular commodity with which you are dealing. 

I do not know if Dr. Isbister is prepared to comment on the export side. 

Mr. Carrotu: A prophecy was made that the export of Atlantic fish, after 
this thing got to work, would increase by $25 million. 

Mr. Ispister: I was not able to follow Mr. Callaghan’s calculation in 
arriving at the $14 million. I am not sure what it is based on. 

I would like to say that as principal negotiator in relation to the tariffs 
of other countries, I did not have the statistics in my mind during the progress 
of the Torquay negotiations. But I did have in mind constantly during that 
time that we were attempting to open up opportunities for export into other 


countries. 
I would like to give an example which has not yet been mentioned. I 


would like to refer to it because of the fact that very little publicity has been | 


. given to it. It is an obscure ‘concession which was made to us by the United 
States. It consisted quite simply of binding a particular item for free entry. 
The item I refer to is the dross or residuum of burnt pyrites. It happens to 
be a substance which has been thrown on the slag heap. One of our great base 
metal producing companies for years and years. This company has recently 
been wondering whether to invest a large sum of money on a plant to process 
this waste material and produce iron for export. 

If this project should go ahead, it would involve millions of dollars in terms 
of investment in Canada, and it would lead possibly to many millions of dollars 
of exports over the years. All that we did at Torquay was to obtain the 
binding of free entry in the United States tariff. In other words, we obtained, 
for this company, the assurance of knowing that these tariffs will not be 
increased. Therefore, the company is now free to go ahead with its plant, 
should they decide to do so. I cannot possibly attach: teat to uy value 
of this concession but it is worth a great deal. 

Mr. McKinnon: You mean you cannot show a dollar 4 In value. 


Mr. Ispister: Not a single dollar because there never was any trade in it, 
and we cannot put a value on it. That is the best answer I can give to the 
question. I am sorry that I cannot provide total statistics. 

Mr. McKinnon: And that was a concession which was specifically requested 
by that company. 

Mr. Ispister: Oh, yes. 

Mr. Apamson: Therefore the company can go ahead and spend, let us say, 

.6 million or $7 million, knowing that they are going to have a market for their 
product. 

Mr. Ispisrer: Yes, knowing that the opportunity has been kept open for 
them. 


will not find themselves thrown out of the market. 
Mr. Ispister: That is merely one of many examples of what happened. 
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Mr. Apamson: And. knowing that if they go ahead and build a plant ae ? 
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Mr. Gour: Mr. Chairman, the people who went over to Torquay on our 
behalf did not go there to sell out Canada. They went there to create business 
‘opportunities for this country. They went there to try to open new markets 
for goods which we are producing, and which we will produce, if we have the 
kind of tariffs that these countries have. I am glad to hear what you have 
chad to say. You cannot estimate the future in terms of dollars. If you open 
— markets for our manufacturers, it may mean more millions of dollars 
to us in the way of exports, it will certainly create new industries here, and 
it will be of great assistance to our manufacturers. 
; I am firmly of the opinion that you have done a good job, and I hope that 
_.you will continue to do so. I do not care so much about what it will amount 
to tomorrow, but rather about what it will bring in over a period of years from 
now. : 
The CuHatrmMan: Are there any further general questions? 


. 
Mr. Apamson: If you find that my question is going to be embarrasing to 
| answer then do not answer it. But did you find there was an inclination on the 


part of the United States to go further than 50 per cent in the reductions on 
base metals, lead, copper, zinc, aluminum, and nickel, the major base metals? 
Mr. McKinnon: I would prefer that Dr. Isbister answered your question. 
When you speak of “inclination on the part of the United States”, if by that you 
mean on the part of the United States’ negotiators, my answer would be un- 
_doubtedly, yes. But whether or not that would be backed up by the opinion of 
members of the United States government is another matter. I do not want 
to bring persona] confidences into this, but I do know that in respect to one 
of the base metals, of which I know you are thinking, it was the opinion—may 
be what I have to say had better not be included in the record, Mr. Chairman. 
Mr. CuHarrMAN: Very well, you may proceed but it will be off the record. 


(At this point the proceedings of the committee continued off the record). 


Mr. Macponnetu: We have had certain matters which came up and which 
were dealt with in relation to the budget. And at that time I asked a question 
which I shall now ask again. Certain matters were dealt with at Torquay as 
I understand it. Why would that be? What is the basis of the decision as to 
what items are negotiated, let us say, at Torquay and what items are negotiated 
on this side of the water? 


Mr. McKinnon: Dr. Deutsch was in Canada while I was on the other aire 
of the water, so maybe Mr. Deutsch will answer your question. 


Mr. Deutscu: As Mr. Macdonnell knows, when it comes around budget 
time we receive a great many requests for adjustment of tariffs. That is normal 
each year, and this year as in others, we received the usual number of requests 
for adjustment in the tariff. They had to be dealt with in some way. In the 
past few years when we have had these requests, we have as far as possible 
tried to hold them back in anticipation of these negotiations with the United 
States. 


Mr. Macponnetu: You mean at Torquay? 


Mr. DeutscH: Yes, at Torquay. And we have said in the last two years 
when we were approached with requests for adjustments in the tariff: If it is 
not something which is absolutely urgent and necessary at this time, we would 
_ like to hold it for the purpose of negotiation. 

This year we received many requests, a great many of which we knew were 
being discussed at Torquay. So we simply said: Those are matters which are 
being discussed at Torquay, and we shall deal with them there. 

There were a number of things which we knew were not being discussed at 
Torquay, and therefore we considered them. However, before official decisions 
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were taken by the minister, the Hon. Mr. Abbott, we referred all the requests 
we had to him and said: Now, can you, in any way, use any of these to advantage 
in your negotiations? If so, let us know which ones you can use, which ones you 
cannot use, and which ones are of no consequence so far as negotiations are 
concerned. We put in the budget only those items which could not be used to 
advantage at Torquay. Does that answer your question, Mr. Macdonnell? 

Mr. MacponneELu: Yes, it does. 

Mr. Apamson: I tink it was mentioned yesterday that there was great 
interest with respect to Germany. What were they anxious to sell? Or what 
were they particularly anxious to get? Is there any statement on that? 

Mr. McKinnon: I think that Dr. Isbister could tell you about the com- 
modities because he had the most to do with the Germans with regard to exports. 
Mr. Callaghan can tell you in a word or two what items 1 in the tariff they put 
the most pressure on. 

Mr. ApAamson: I think you said that Germany was the key to the whole 
European situation, did you not? 

Mr. McKinnon: I did say that of all the existing contracting parties in 
Kurope with whom we tried to get bigger and better agreements, we singled out 
France and Germany particularly, because between the two of them they may 
well provide the key to European commercial policy in the near future. There- 
fore we were anxious to make a good agreement with Germany, for the first 
time, and to improve in as large measure as possible the existing agreement with 
France. Now perhaps Dr. Isbister would speak about the export end. 

Mr. Ispister: Mr. Chairman since the war we have been well aware of 
the fact that the Federal German Republic no longer possessed those eastern 
regions which used to provide the whole of Germany with food and raw mate- 
rials, and therefore that Germany would probably in the future be a much better 
complementary partner with Canada than she has ever been in the past. We. 
went to Torquay confidently expecting that it would be possible to obtain from 
Germany concessions on many of those agricultural and fisheries products and 

on primary materials which Canada has in great abundance available for export. 
: As it turned out, we found that our hopes were fulfilled, and that the 
Germans were most anxious to discuss a broad range of commodities with us. 
Germany at this time, of course, is short of dollar purchasing power, so that 
again we were pointing up opportunities for the future rather than for the imme- 
diate present. The actual concessions which we received from Germany 
covered in the agricultural field a range of products such as bacon, processed 
milks, including cheese, honey, sausage casings, peas, fresh apples, dried apples 
and pears, white flour, linseed, mustard seed, red clover seed, various varieties 
of crop seeds, tallow, linseed oil, canned sausage, other types of canned meats, 
tomato juice, bran, oil cake; and in the fisheries field there was a list of products 
such as salmon, eels, fish roe, herring, canned lobster, fish meal, stick water 
which is a by- -product of the fisheries industry, and ‘pearl essence, which is 
another by-product. 

In addition to this, Mr. Chairman, there was a diversified list of concessions 
on manufactured goods including the products of lumber and forestry industries 
and others. 

If the committee is interested, I can very easily submit a list of the conces- 
sions received from Germany, to indicate the concessions which we received there. 

The CHatirMAN: Would you like to have that? 


Mr. Apamson: I do not want to get too much on this, but I am rather 
interested. 


The CHAtrRMAN: Are there any further general questions? ' 
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Mr. Tuatcuer: Dr. Isbister has stated that these concessions will probably 


_ be of more advantage in the future because of the present German dollar short- 


age. The question just arises in my mind as to what protection Canada has in 
the. future with respect to some of these countries giving concessions, and then 


using quotas and exchange regulations and things like that to cancel out those 


4 
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concessions. Is there that danger? Or is there an escape clause in the agreement? 


Mr. Ispistpr: This agreement pertains to tariffs. There is no danger that 
concessions on tariffs will be withdrawn because of currency difficulties. On the 
other hand, countries in currency difficulty may find it necessary to impose 
import restrictions or currency controls upon dollar imports and should that type 
of thing happen, it would. be no more possible to avoid it than it has been in 
the past. 

In the recent past, our experience has been that most European countries 
have been in possession of more dollars to purchase goods than they were shortly 
after the war and they are increasingly interested in knowing what products we 
have for export. 


Mr. THatrcuer: As far as Germany is concerned, whatever they have given 
to us on these concessions, they may not be immediately able to take advantage 
of because of their dollar shortage? 


Mr. Ispister: That is true. The German economy has not been stabilized 
since the war. The country is very much smaller than it was before the war. 
Inflation has been a continuing problem with them. Production has also been 
a continuing problem, and their external trade position has been a most difficult 
one. 

Our attitude at Torquay towards Germany was that we welcomed her back 
into the world trade and tariff organization, and we shared along with other 
countries the hope that this was one step in the process by which Germany will 
achieve stability and a return to the channels of normal trade. 


Mr. THatrcHerR: Would there be any other countries of which the same 
might be true? I mean countries in which we got concessions but which would 
not mean very much to us at the present time because of this exchange difficulty? 
What about Britain or France? 


Mr. Ispister: We did not negotiate with Britain; but in the case of France, 
we received concessions on a number of products which we know France is very 
anxious to import at the present time. And we also know that the dollar posi- 
tion of France has improved considerably during the past year. 


Mr. THatcHer: Is Germany the only country for which your statement 
would hold true? 


Mr. Ispister: The only way to answer your question is to refer to the gen- 
eral agreement on tariffs and trade, which contains provisions to permit any 
country, including ourselves, should it get into currency difficulties, to impose 
emergency controls for a temporary period during which its difficulties persist. 
But when those difficulties have been overcome, the controls must be removed. 
Those provisions are in Articles XII to XIV of the General Agreement on Tariffs 
and Trade which we took advantage of in 1947 when Canada got into difficulties. 

All of the countries which are members of the General Agreement on 
Tariffs and Trade have the privilege of resorting to these provisions should 
they get into balance of payment difficulties. So the only possible answer to 
your question is that these provisions do exist and may be taken advantage of 
by anyone, in a case of need. But they are carefully safeguarded. 

Mr. TuHarcuer: The only country which is taking advantage of them 
at the moment is western Germany. Is that correct? 
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Mr. Ispister: No, that is not true. There are ee countries as well. 

Mr. THatcHer: What countries? 3 

Mr. Issister: It would take a long time to go through the list and describe 
the import controls which exist in all the countries with which we have 
negotiated, and I do not believe I could do it briefly. They are important 
in the case of Germany. 

Mr. THatcHer: All I wanted was the names of the countries in which we 
have obtained concession ‘but which may not be able to take advantage of 
those concessions during the coming year because of exchange difficulty or 
because of quotas or something of that nature which their governments impose. 

Mr. Ispister: It would not be possible to answer your question simply by 
giving the name of the country, because we have to consider whether or not 
the country needs to obtain the particular product despite the fact of its 
currency difficulties. I refer to France which has quite a number of import 
controls:in existence. They were imposed to safeguard the general currency 
position. In spite of this the French have begun to release some of their import 
controls. These releases apply to’a number of products on which they gave 
us concessions at Torquay. Therefore, an accurate answer to your question 
in the case of France would involve not only mention of the country but also 
involve going through a long list and commenting on whether or not Canadian 
products are being imported in these particular items. It would be a tremendous 
undertaking. 

Mr. THatcuer: All I wanted to know in a general way was whether there 
were many concessions which we got from many countries which are going to be 
made ineffective because of quotas and exchange regulations? 

Mr. Ispister: The largest single negotiation was with the United States, 
and the question of import controls does not arise there. In relation to the group 
of agreements negotiated with countries of continental Europe, all of them to 
a greater or lesser degree have import controls against dollar goods at the 
present time. The question of how many of these import controls affect products 
negotiated at Torquay is something which must be examined case by case. In 
the case of Latin American countries with whom we carried on negotiations at 
Torquay, the question of import controls is not very serious on the commodities 
involved. Similarly in relation to countries in the Asiatic hemisphere with 
whom we carried on negotiations, for the particular product and the particular 
countries involved, this question did not rise to any great extent. 

Mr. Larne: In view of the fact that West Germany has been mentioned, 
I would like to have some comment on our present position with respect to 
Japan. Are we not experiencing a rising trade, both export and import, with 
Japan? And what would be the prospects in the future for working with 
Japan on the basis on which we formerly worked with her? 

Mr. McKinnon: Since Japan was not present at Torquay and is not a 
member of the general agreement club, we did not encounter that at all. Possibly 
Mr. Deutsch, speaking from a purely domestic point of view, might answer your 
question. 

Mr. Dreutscu: All I can add to what Mr. McKinnon has said is that the 
question did not come up at Torquay. Japan was not a member of the general 
agreement on tariffs) and trade and was not present at Torquay, so we did not 
negotiate with Japan. The whole question of what our difficulties would be 
with Japan is something which has not arisen at the present time. 

As you may know, Japan comes under the general tariff, so she does not 
benefit from any of these reductions which we made at Torquay or at Geneva. 
She did not get any of the benefits of this trade agreement. She comes under 
what we call the general tariff. She pays a higher tariff rate and that is her 
position at the present time. 
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Mr. Laine: Are Canadian importers at the present time dealing with 


_ Japan directly? Or do they have to deal with Japan through the Americans 


as a third party, or through the American government? 

Mr. Devutscu: That situation has been changing rapidly in the last few 
years. The original status of the occupation was that foreign trade was 
practically under the control of the occupation forces. But that has been 
modified greatly and increasingly, so that today I understand the Japanese have 
been gradually becoming autonomous in their foreign trade relations, but not 
completely autonomous. 

It is true that the American control authorities have an ultimate veto 
over anything they do, and I think that Japan operates under general instruction 
or general guidance from the occupation forces. And if Japan does anything 
of which the occupation forces do not approve, the forces have the power to stop 
it. But to some extent, I think the position there is returning to normalcy. I 
think they are getting back .a good measure of autonomy subject to the over- 
riding control of the occupation forces. 

Mr. Lainc: Can we assume that, upon the completion of a peace treaty, 
we can invite Japan to participate in the ‘“‘club’’? 

Mr. Devutscu: All we can say is—as you may have seen in a speech 
delivered by Mr. Dulles, who is negotiating a Japanese peace treaty on behalf 
of President Truman—that I believe Mr. Dulles has said that one of the 
objectives of a peaceful settlement with Japan is to bring about her return to 
the international trade community. So I think under the conditions of the 
peace treaty there will be an effort made to bring Japan back ‘as a unit. 

Mr. Larne: I understand that our exports to Japan on the west coast 
were in the neighbourhood of $40 million to $50 million annually. 

Mr. Drutscu:. Yes. 

Mr. Lamina: And that they are rising, but all subject to the occupation 
control. 

Mr. Deutscu: That is right. I think if a peace treaty is developed, there 
will be ‘an effort made to bring Japan back ito the general community of 
nations in trading matters. But so far we have not had to deal with the question 
because Japan is not a member of the general agreement on tariffs and trade 
and she has not done anything about it since the war. As I have said, Japan 
is on the general tariff and that 7s her position at the present time. 

Mr. McKinnon: I think it is pretty safe to assume that Japan will apply 
for membership. I do not think there is any doubt about that. 

Mr. TuHarcuer: Perhaps I did not follow this too well, but I understood 
that Canada has not been able to trade with Japan to any great degree during 
the last five years because of the American occupation authorities preventing it. 

Mr. Deutscu: No. I do not want to give you that impression. 

Mr. TuHatcuer: My understanding was that they have not been co- 
operative in that respect. | 

Mr. Deutscu: I think one of the troubles about Japan is that they have 
to trade with borrowed money. After the war Japan was bankrupt as far as 


- external trade was concerned. So the greatest difficulty with respect to our 


trade with Japan has been the lack of foreign exchange which Japan would 
have to pay for imports. 

Mr. THatrcHer: You think that the American occupation authorities have 
been quite co-operative? 

Mr. Stnciarr: The Americans have paid the shot for the last five years. 

Mr. Larne: $3 billion. 


Mr. Drutscu: The Japanese themselves were completely without funds 


or exchange. Practically all the exchange they got was provided for them by 


; 
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the United States. In a case of that kind, obviously the Americans who put 
up the money would have something to say as to how it was used. And while 
the Americans were in the position where they were putting up large sums of 
money or exchange, the expenditure of that exchange was pretty much subject — 
to American control. 

Of the many exports we sent to Japan from here, a good many of them 
in fact were paid for out of grants given by the United States. And therefore 
in our dealings we were influenced, of course, by whatever controls the Americans 
exercised, and we were bound to be, because they put up the money. 

But that situation has been changing. Japanese trade has increased, and 
they are less dependent today on the United States. To an increasing degree 
they are coming back to an autonomous position, but not completely so. The 
occupation authorities still have the right to exercise a veto over their arrange- 
ments. 

I do not know how often they intervened. Perhaps it was only in a general 
way. But our trade has been growing with Japan, and in the past five years 
there has been a very substantial increase. | 
Mr. Tuarcuer: Have we got a Trade Commissioner over there in Japan 
again? : 
Mr. DrutscH: Yes, for some years now, and when we get into difficulties 
with the American authorities, we have people who are on the spot, both a 
Trade Commissioner and an official representative of the Canadian government. 
He is an official representative of Canada. We have a representative on the 
spot to work with the American occupation authorities, and on many occasions 
we have had quite a lot of dealings with them in order to straighten out things 
to explain what was happening, and to put forward our point of view. 

"Mr, Larva: I think that is reflected in the way that trade has been going up. 

Mr. Drutscu: Yes. Trade has been going up and it has been possible to 
develop an increasing amount of trade with them, subject to such control as is 
exercised by the American authorities. 

Mr. Macponne.u: Is the United States still paying the shot for it? 

Mr. Deutscu: They are still paying some subsidy, but it is very much 
smaller than it was a few years ago. 

Mr. Stncuatr: If a merchant lends money to an insolvent farmer, he would 
not expect that farmer to do his purchasing with another merchant. But once 
that farmer became solvent again, he then could buy wherever he chose. 

Mr. Deutscu: We had some difficulty of that kind. The Americans put. 
up the money and there was a tendency for the Japanese to buy in the United 
States. But we have been able to get in on it increasingly. 

Mr. CresToHy: Has there been any encounters with respect to dealings 
with blocked currency countries such as the middle East block or the Arab 
countries, or were they all largely individual countries? 

Mr. McKinnon: As far as negotiations at Torquay were concerned, they 
were entirely with individual countries. ; ) 

Mr. Apamson: I wonder if we could have the things Germany wanted—to fill 
out the other half of the picture. 


Mr. CaunaGHAN: Germany submitted a very comprehensive list of requests 
on Canada. It covered about 150.items—somewhere in that neighbourhood. 
We gave Germany concessions on about 30 items of interest to that country. 

During the negotiations the Germans realized many of their requests were 
impossible to grant and they agreed to divide them into categories. 1, 2 and 3. 

No. 1 items were the ones they regard as being most important; No. 2, 
they were interested; No. 3—well, if we could do something they would appre- 
ciate it. 
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The negotiations dragged on during nearly the whole time we were at 
Torquay. The German request list was based on their trade with Canada in 1933 
and 1934. They kept telling us that they did a substantial business in these 
products during those years and that they would like to get back into the 
Canadian market. It was a difficult request list but in the end we satisfied the 
Germans by giving them concessions on certain items. Those items represent in 
a general way the nature of the goods that were in the original request list. 

There was a duty: free binding on tree seeds which is not very important. 
They asked for a binding on tourist literature issued by national or state govern- 
ments or departments thereof. It was already duty free so we bound that item. 

They asked for a binding of the tariff item covering advertising and printed 
matter generally, which is a very complicated item. We did not make any 
reduction but gave them a binding on that item with all its provisos. The bulk 
of it is ten cents a pound but not less than 25 per cent. 

Oxalic acid was previously dateable at 10 per cent, we reduced the rate to 
74% per cent. Formic acid has been reduced from 15 per cent to 124 per cent. 
Those were two chief items in the chemical field. 

The tariff was reduced: from 224 per cent to 174 per cent. on artists’ brushes. 
They were interested in activated clay, when imported for use in the refining of 
oils. This product has been 10 per cent since 1939, and we bound the existing 
_ rate. The requested tariff concessions on toilet articles of all kinds including 

atomizers, brushes, buffers, button hooks, combs, cuticle knives, hair receivers, 

hand mirrors, jewel boxes, manicure scissors, nail files, perfume bottles, puff jars, 
_ shoe horns, trays and tweezers, of which the manufactured component material 
- of chief value is sterling silver. We reduced the rate on these articles from 
380 per cent to 25 per cent. 

Then they discussed clocks, cuckoo clocks, and clocks that stand about a 
foot high. We gave them a very slight reduction on clocks other than alarm 
clocks, not being electric. The present tariff is 30 per cent with a minimum 
duty of not less than 40 cents each. We reduced it to 25 per cent without the 
minimum duty. 

The only concession we gave them on steel products was on chains of iron 
or steel. The rate was 25 per cent and which we reduced to 224 per cent. 

They were also after concessions on printing machinery. We gave them 
a binding on item 412d, the item covering offset presses, lithographic presses, 
printing presses and typemaking accessories therefor. 

They put great pressure on Canada for concessions on cutlery of all kinds. 
We gave them a reduction on penknives, jackknives and pocket knives—from 20 
per cent to 174 per cent, and a reduction on razors and complete parts thereof, 
and razor blades n.o.p., from 274 per cent to 25 per cent. These razors referred 
to are the old fashioned straight razors. 

The next item we gave a concession on dealt with photographic cameras and 
equipment. Item 462a which has been referred to the Tariff Board and reported 
about the middle of 1950. It was held for the negotiations at Torquay. It was 
a very valuable concession because it reduced the tariff on certain cameras and 
parts from various rates to “free”. They appreciated that item although the 
chief beneficiary, regardless, will probably be the United States. 

We gave them a reduction from 35 per cent to 30 per cent on woven or 
braided fabrics not exceeding 12 inches in width, whether with cut pile or not, 
wholly or in part of wool. 

We gave them a reduction on mouth-organs from 174 per cent to 10 per cent; 
gramophone needles from 20 per cent to 15 per cent. 

They asked for and were interested in a concession on whips of all kinds, 
including thongs and lashes. We reduced the rate from 274 per cent to 225 
per cent. 


2 
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They pressed for concessions on toys of all kinds but the only concession 
we gave them was on mechanical toys of metal which we reduced from 30 per 
cent to 25 per cent. 

On lead pencils and crayons the reduction was from 30 per cent to 274 per 
cent. On crayons of chalk we gave them a binding of 20 per cent. 

Another item was cases for cigar and cigarette holders, cigar and cigarette 
cases, smokers’ sets. The reduction on these was from 25 per cent to 224 per cent. 

Lastly we gave them a substantial reduction on an item covering higher 
fatty alcohols, unsulphated, when imported by manufacturers of synthetic 
detergents for use exclusively in the manufacture of synthetic detergents. This 
item is of considerable interest. to the United States. We reduced the tariff from 
20 per cent ad’ valorem to one-third of a cent per gallon. One-third of a cent 
per gallon is very low. The rate of one-third of a cent a gallon was used because 
benzol products used for the same purpose now carry a rate of one-third of a cent. 

That is a complete list of the tariff concessions given to Germany. It repre- 
sents the nature of the goods Germany was interested in and I must add that 
the Germans were happy in regard to the tariff concessions they received after 
many months of negotiations. 


_ By Mr. Laing: 


Q. What was done on steel?—A. The only thing on iron and: steel was 
chains. 

Q. No plate or structural steel?—A. No, they asked for some of those 
things, but received the concession just on finished chain. 


Mr. ASHBOURNE: I wonder if one of the witnesses would like to make a state- 
ment regarding the trade with Spain negotiations. I am thinking particularly 
of trying to get sales of Newfoundland fish into Spain again. In the past they 
sold a lot of fish there. 


Mr. McKinnon: We could not negotiate with Spain because Spain was not 
represented at Torquay. 

If I might revert to the list Mr. Callaghan read—some members of the 
committee may feel that on the exports in which Germany has a traditional 
interest, the rate of reduction was rather derisory. However, we had to keep 
in mind that until recently western Germany was paying the general tariff on 
her goods entering Canada. One result of joining the general agreement is that 
she goes from the general tariff ito the m.f.n. tariff. She has regained a very 
large instalment of benefit free and gratis. Therefore, we did not feel—in spite 
of the fact that we got very substantial concessions on the important products 
Dr. Isbister referred to—that we need give her very much in return. 


The Cuairman: It is now nearly 6 o’clock. With respect to our next 
meeting shall we tentatively say Wednesday afternoon? 
Agreed. 


I should also like to mention to the representatives of the various parties 
that I would like to have their names for the agenda committee. Several 
organizations have submitted representations and I would like the agenda 
committee to deal with them. 
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APPENDIX A 


TARIFF ITEMS 


Number of Jtems-in: printed tariff). Guide... eee s 1927 
Number of new items in Torquay Agreement .......... 97 
Number of new items in 1951 Budget ................. 14 
: RAE Te OL AUCIIR: dl 04. dsy osteo TES EE 2038 


Items duty free under B.P., M.F.N. and General: 


WE PY MNLE. Capers ck. fs ss as oats het 433 
CA Ufa ha Veh eats (tas ge AN a oY 7 
Wri LOB EAC Th ies: 6k al drm sant oe 6 

OME: ethane etek Ng 446 


Items duty free under B.P. and M.F.N.: 


Pe printed ariiiy Xeeaesstys os hes Puce 125 
TO MOGUL Sate Soa ee Siaiby eda. od ane od ie 15 
NAA UU OR Watee ee: dersul cue a er ele pst 1 

Oboe elie oie ah «eae iedg 141 


Items duty free under the B.P. tariff only: 


AV POTAN DEC: LATILa cop e teeies ston bcatiaca WA fore 569: 
BARE INTER Oss Sia seal Bagi bla ve ech oka sakabese 6 
ctibee BENS Mel BEG Yc Vege Hie pnea ame  a SRE 1 

PM OBEA ath Stars, ee cicke Utes Bek a are 576 


This leaves 875 items dutiable under the B.P., M.F.N. and General Tariffs. 
This does not mean that only 875 items carry a margin of tariff preference for 
products of British Commonwealth origin. To this figure should be added the 
576 items that are duty free under the B.P. only. It could be safely stated that 
a preference exists today on about 1,450 items. 


W. J. CALLAGHAN, © 
Commessioner of Tariff. 


OTTAWA, 
May 28, 1951. 
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SESSION 1951 
HOUSE OF COMMONS 


STANDING COMMITTEE 


. ON 


BANKING AND COMMERCE 


CHAIRMAN—MR. HUGHES CLEAVER 


MINUTES OF PROCEEDINGS AND EVIDENCE 
fi No. 3 


TORQUAY NEGOTIATIONS 


WEDNESDAY, JUNE 6, 1951 


WITNESSES: 


Mr. H. B. McKinnon, Chairman, Canadian Tariff Board; 

Mr. W. J. Callaghan, Commissioner of Tariff, Department of Finance; 

Dr. C. M. Isbister, Director, International Trade Relations Branch, Depart- 
ment of Trade and Commerce; 

Dr. E. A. Richards, Principal Economist, Department of Agriculture. 


OTTAWA 
EDMOND CLOUTIER, C.M.G., O.A., D.S.P. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
Pp CONTROLLER OF STATIONERY 
1951 


MINUTES OF PROCEEDINGS 


WEDNESDAY, June 6, 1951. 


The Standing Committee on Banking and Commerce met at 4.00 p.m. 
o’clock. Mr. Cleaver, chairman, presided. 


Members present: Adamson, Ashbourne, Balcom, Blackmore, Breithaupt, 
Cannon, Carroll, Fulford, Fulton, Gingras, Gour (Russell), Hellyer, Helme, 
Laing, Leduc, Sinclair, Smith (Moose Mountain), Welbourn. 


In attendance: Mr. Hector B. McKinnon, Chairman of Tariff Board; Mr. 
W. J. Callaghan, Commissioner of Tariff, Department of Finance; Dr. C. M. 
Isbister, Director, International Trade Relations Branch, Department of Trade 
and Commerce; Dr. E. A. Richards, Principal Economist, Department of 
Agriculture; Mr. J. J. Deutsch, Director, International Economic Relations 


Division, Department cf Finance. 


On motion of Mr. Breithaupt: 
Resolved—That Mr. Cannon be vice-chairman. of the Committee. 


The Committee resumed its study of the Torquay negotiations. 


Dr. Isbister tabled for distribution copies of a document. entitled, “Tariff 
concessions of interest to Canada granted by other countries at Torquay, 1951”. 


On motion of Mr. Breithaupt: 


Ordered—That the document tabled by Dr. Isbister be printed as an appen- 
dix to today’s proceedings. (See Appendix A) 


There being no further general questions on the Torquay negotiations, on 
motion of Mr. Ashbourne: 


Resolved—That the eters embodying the results of the Torquay 
negotiations be approved. (For documents see Appendix A to Minutes of 
Proceedings and Evidence, No. 1, Tuesday, May 29, 1961.) 


It was agreed that the Committee proceed to a detailed study of Mr. 
Callaghan’s statement entitled: “Statement showing the British Preferential and 
Most-Favoured-Nation Rates of duty in effect prior to and after the Torquay 
Tariff negotiations and the total imports from all countries during the 
calendar year 1949 of the products listed in Schedule V to the Torquay Trade > 
Agreement”, which appears as Appendix B to the Minutes of Proceedings and 
Evidence, No. 2, Wednesday, May 30, 1951. 


The Committee commenced a page by page study of the above document, 
during the course of which Mr. Callaghan, Mr. McKinnon, Dr. Isbister and 
Dr. Richards answered questions specifically referred to them. 


At 4.10 p.m., the division bells having rung, the proceedings were inter- 
rupted and resumed at 4.30 p.m. The vice-chairman, Mr. Cannon, in the chair. 
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Study of pages 1 to 4 inclusive, and pages 6 to 22 inclusive, was completed. 
Further study of page 5 was deferred. 

At 5.50 p.m. the chairman, Mr. Cleaver, resumed the chair. 


At 6.00 o’clock p.m. the committee adjourned to meet at 4.00 p.m. Thursday, 
June 7, 1951. 


R. J. GRATRIX, 
Clerk of the Committee 


EVIDENCE 


P Hovse or CoMMONS, 
JUNE 6, 1951. 


The Standing Committee on Banking and Commerce met this day at 4 p.m. 
The Chairman, Mr. Hughes Cleaver, presided. 


The CHAIRMAN: Gentlemen, we have a quorum. It was moved by Mr. 
Breithaupt that Mr. Cannon be vice-chairman of this committee. All those 
in favour please signify. 


Carried. 


re ee eS hE ee CO 


Mr. Isbister has now handed to the Clerk of the Committee a statement of 
the “Tariff Concessions of Interest to Canada Granted by Other Countries at 
the Torquay Conference, 1951”. Will someone move that this statement be 
printed as an appendix to our evidence? 

Mr. BreirHavrt: I so move. 
| The CHarRMAN: All in favour please signify. 

: Carried. 
) (See Appendix A) 


The CuHarrMan: Gentlemen, in order to have proper continuity in the records 
of our proceedings I suggest at this time that the committee should move that the 
- documents embodying results of the Torquay negotiations should now be adopted. 
- I believe you have concluded all of the general questions that you wish to ask of 
~ Mr. McKinnon and if someone will move now that the document be adopted. 
Mr. BreirHavpt: I so move. 
The CuHarrMAN: It is moved by Mr. Breithaupt that the document be 
adopted. 


Mr. W. J. Callaghan, Commissioner of Tariff, Department of Finance, 
Z recalled: ; 


Now, in regard to the further work we should do, on looking at these two 
long tables that have been handed to us by Mr. Callaghan and Mr. Isbister, I 
would suggest that we take them not an item at a time but a page at a time, the 
~ number of individual items is so great. If committee members would go over 
these two tables at their leisure, if you have any, and mark the items that you 
are specifically interested in then when we reach, say, page 10 and somebody is 
- jnterested in alcoholic perfumes then they will ask their questions on alcoholic 
perfume and so on. Is it satisfactory that we should take it up in that way? 
Agreed. 
; Well, then, we will start with Mr. Callaghan’s statement entitled Annex A, 
~ Schedule 5, Canada, part one, Most-Favoured Nation Tariff. That page starts 
with canned pork and ends with preparations of cocoa or chocolate. 
Any questions on page 1? 
| Mr. Smiru: We have not got the right one, Mr. Chairman, at least I do not 
— think we have. 
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The Cuarrman: Gentlemen, have you found the page we are dealing with? 
Are there any questions on page 1? 

Shall page 1 carry? ) 

Carried. | 

Page 2, from coffee to evaporated milk. 

Any questions on page 2? 


Upon resuming. 

The Vice-CHaAirMAN: Gentlemen, we have a quorum, so I shall call the 
meeting to order. Page 2 beginning with item 26, “Coffee, roasted or ground” 
and ending with item 43. Has anybody any questions to ask about page 2? 

Mr. Bretruavrt: I notice that the most-favoured nation tariff on coffee is 
four cents. Does not the major part of the coffee come from outside the British 
Commonwealth? 

The Witness: That item of four cents is for roasted or ground. We import 
very little roasted or ground coffee. 

Mr. Brerrnaupr: And further down I notice that coffee is itiparted free 
under the British preferential tariff. I take it that the amount of ground coffee 
that we import is very small? : 

The Wirness: Almost infinitesimal. 

The Vice-CHAIRMAN: Are there any other questions? Shall page 2 carry? 

Mr. Laine: Mr. Chairman, will not the effect on chocolate be to reduce the 
advantage that has been restored to our Canadian chocolate manufacturers by 
the dropping of the excise. tax, because you are giving an advantage of a 5 per 
cent reduction? 

The Vice-CHaIRMAN: There is no item for chocolate on page 2. 

Mr. Larne: I am referring to item 23 on page 1, Mr. Chairman. 

The Vice-CHAIRMAN: Page 1 was adopted before we adjourned for the vote. 

The Wrirness: The advantage given at Torquay will be offset by the 
increased excise tax. 3 | 

Mr. Laine: No. We reduced the excise tax from 30 to 15, offsetting against 
that the restoring of the advantage to a certain extent. 

Mr. McKinnon: You will be coming to an item later on in the schedule 
where we have reduced the duty on cocoa beans. We reduced it from $1.50 a 
hundred to $1 a hundred, which is a definite advantage to the Canadian chocolate 
industry. 

Mr, Laine: Thank you. 

The Vick-CHaiRMAN: Shall page 2 carry? 


Carried. 


Page 3, beginning with item 43 (a) “Dried whey. . .” and ending with item 
73 “Field seeds. We 


Mr. Latne: Item 73 seems a very small amount in view of the amount of 
seeds which we must import into Canada. I would expect the sum to be much 
larger than that. I would suppose that the Pacific coast imports would be 
greater than that amount. 


The Witness: Orchard grass, blue grass, rye- grass, meadow fescue and red 
fescue are the kinds of grass covered by this concession. 

Mr. Larne: That is right. That seems to be a very small sum of money. 
I would think it would be much larger than that. We get them from New 
Zealand principally, do we not? And then, item 72e, Bent grass seed; that is 
used largely in eastern Canada; it seems to be a very small sum. | 
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The Witness: That is an estimated figure because statistics group imports 
under items 72 and 73 and a dozen other items altogether. 

Mr. Laine: That business is a very large one. 

The Witness: The whole figure may be too low or it may be too high. 

Mr. Larne: It is an estimated figure? 

The Wrirness: Yes, an estimated figure and it is very hard to separate the 
statistics. I worked it out at Torquay. This is just an estimate on these par- 
ticular types of seed. There are dozens of other types as well. 

Mr. Brerruavrt: It is not the usual custom to sow bent grass seed. It is 
usually stolons cut up, that is cut up grass that they spread on the earth and 
that takes a root. It looks to me like a small quantity. Is stolon cut grass 
admitted into Canada? Is there a special duty on it? 

The Witness: Bent grass? 

Mr. Brerrnaupt: It is an especially suited bent grass seed. There is very 
little bent grass ever grown from seed. It is grown from stolons. They cut up 
the grass and spread it on the earth and then it takes root. 


The Wrrness: These are the figures which are shown in our statistics under 
_ the heading of bent grass seed. The total figure was $60,000 of which $45,000 
came from New Zealand, and about $15,000 from the United States. 

Mr. Lainc: They use it in eastern Canada too. 
The Vice-CHAtRMAN: Are there any more questions on page 3? Shall 
: page 3 carry? 


; Carried. \ 

4 Page 4, beginning with item 76g “Seeds, Canary, mustard, celery and sun- 
flower. . .”” and ending with item 90e “Vegetables, frozen”. Shall page 4 carry? 
: Carried. | 


r Page 5 beginning with item 91 “Soups, soup rolls, tablets, cubes, or other 
soup preparations, n.o.p.” and ending with item 99F “Figs, dried”. Shall 
page 5 carry? 

Mr. Lana: Mr. Chairman, I would like to hear a comment on item 93 


) 


“Apples, fresh ... .”. 

The Wrrness: Mr. Chairman, I think Dr. Richards should deal with this 

question. | 

| Mr. Ricuarps: Mr. Chairman, the Canadian duty on apples up to today 

was 3 of a cent per pound or 374 cents a bushel. During the period from 
May 20 to July 12, apples were admitted into Canada free of duty. 

The United States duty on apples is 124 cents a bushel. That is, during 
the marketing season, the Canadian duty is three times the American duty. 

The United States negotiators pointed out this disparity to us and placed 
a great deal of importance on a concession from Canada on apples. The 
United States apple growers have made persistent complaints to the United 
States government about the competition which they received from Canadian 
apples. 

They asked for an increase in the United States duty, or some control on 
imports. Their main point of attack has been the wide disparity in the duty 
between the Canadian and the United States tariffs. 
ji The United States market has now become Canada’s best market. In 
1950 we exported something like 24 million bushels of apples to the United 
States valued at $54 million. 

On the other hand, Canada imported approximately 100,000 bushels of 
apples from the United States valued at approximately $300,000. 


—. .. 
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The United States negotiators were most insistent that we do something 
to remove that wide disparity in the duty. The Canadian negotiators felt that 
it would be in the interests of Canadian apple growers and in Canada’s interest 
to reduce the rate. So we cut the rate by 50 per cent which reduced it from # 
of a cent to 3 of a cent per pound and extended the free entry period from 
July 12 to July 31. 

Mr. Hetuyer: Could one of the gentlemen present tell us where we buy 
most of our bananas? , 

Mr. Latina: Could we stay on the apple business for a while, because 
I have a question or two? 

The Vicr-CHAIRMAN: Certainly. 

Mr. Fuuttron: May I be brought up to date?—Is the witness describing 
only the results of the Torquay conference, or is he giving us a summary of the 
changes made from and including Geneva? 

Mr. Ricuarps: I was describing only the negotiations at Torquay. 

Mr. Larne: With respect to the 24 million bushels which we shipped to the 
United States, as far as I can work it out, the value comes to about $2.60 a 
bushel, the f.o.b. value, which is a very high value. 

Mr. RicHarps: Yes. I thought it would be about $2; these are approximate 
figures. 

Mr. Laine: What would be the average domestic sale per bushel of 
Canadian apples valued f.o.b. point? 

Mr. Ricuarps: The sales value, domestic and export are quoted on f.o.b. 
basis Okanagan. ) ‘ 

Mr. Laine: Yes. But the domestic f.o.b. basis of sale would be much 
lower than this figure; I think it is around $2.60 per bushel on f.o.b. shipping 
point basis; and domestic sales would be very much lower than that, probably — 
$1 a bushel less. 

Mr. Ricuarps: Some of these apples moved from the 1949 crop in 1950. 
I think I can get you the exact value of those exports. 

Mr. Larne: The export f.o.b. shipping price at that time was much higher 
than it is in this current season. It was over $3. It is a very highly preferred 
market that we ship to in the United States. 

Mr. McKinnon: That is right. 

Mr. Laine: All the highest grades of apples. — 

Mr. Ricuarps: I have it here exactly. Our apples going to the United 
States in the calendar year 1950 amounted to 2,362,000 bushels. That was the ° 
quantity of the apples; and the value was $5,258,000. 

Mr. Laine: The effect of this advantage we have given to the Americans 
will insure us for the next three years of this entry into the United States. We 
have bound them to accept Canadian apples on the basis which they have now 
for at least three years? 

Mr. RicHarps: Yes. 


Mr. Laina: It seems a very small advantage to have given for a very large 
guarantee, because this is manifestly a very highly preferred market. 


Mr. McKrnnon: That was our feeling as negotiators, particularly because 
of the fact that British Columbia appears to have opened up in the last few 
years a premium market in the United States for a first class product. 

Yet every time—as probably you know, coming from British Columbia— 
that our people went down to negotiate a big bulk sale, they met resistance 
because the disparity in the duties was so great, and the fact that a pressure 
group was working very earnestly down there to have import restrictions 
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imposed. Their argument was that the Canadian duty on apples was so high 
in comparison with the United States’ duty. Yet, as Dr. Richards has said, 


the trade was almost twenty to one in our favour. We left the Canadian duty 


at 18% cents a bushel against the American duty of 124 cents a bushel. So, 
after this concession, our duty is considerably higher than the United States’ 
duty. Nevertheless, the fact that we went as far as we did will probably take 
the edge off the complaint of the United States’ growers, that they were under 
a very unfair competitive situation. 

Mr. Latina: We have satisfied that pressure. group pretty cheaply. | 

Mr. Futton: That is a matter of opinion. 

Mr. McKinnon: If it does not satisfy them cheaply, it does take some of 
the steam out of their argument that there was a tremendous disparity in the 
rates of duty. 

Mr. Latina: Surely there is a terrific advantage in our having a guaranteed 
entry for the next three years? 

Mr. McKinnon: That is right. 

Mr. Latna: The trade is largely in certain markets such as New Orleans, 
New York, and Chicago, where we have built up a tremendous level which is 
going to be assured in the future. 


Mr. Futtron: Did you, in negotiating, bargain on the basis that the 
Americans apply an off-shore subsidy, which is in effect a subsidy on the export 
of apples to a foreign market? ; 


Mr. Ricuarps: Yes. 


Mr. Futton: What use was made of that fact in the negotiations which you 
describe? Did you reply to them that maybe this off-shore subsidy was contrary 
to Geneva, therefore our higher tariff position might well be offset against their 
subsidy? What use did you make of that bargaining position? 

Mr. Ricuarps: We pointed out that fact to them, but it was hardly the 
subject for negotiation. 


Mr. Fuiton: Why do you say that “it was hardly the subject for nego- 
tiation?” What do you mean by that? 


Mr. Ricuarps: We were negotiating tariff reductions. 
Mr. Fuuron: But within the frame work of the Geneva agreement. 


Mr. Ricuarps: They may be taken up within it, with the contracting 
parties where general principles of all the agreements are discussed and com- 
plaints are placed before the contracting parties. But in the tariff negotiations 
group, we were negotiating tariff reductions mainly. 

Mr. Ispisrpr: May I add a word to that, Mr. Chairman? Under the 
General: Agreement on Tariffs and Trade, if apples are dumped, the country 
in which they are dumped has grounds for complaint. Canada on the other hand 
would not be able to complain under the provisions of the General Agreement 
in Tariffs and Trade merely because United States apples were being dumped 
in some third country. 

We might not like it, but the General Agreement would not provide us with a 
basis for complaint. 

Mr. Furton: Is it not a fact, Dr. Isbister, that the availability to Ameri- 
ean apple producers of foreign markets is brought about by payment of this 
subsidy, thus making those markets—which would not otherwise be profitable 
profitable to the American apple producers, and enabling them during this year 
or 1950 to ship apples into eastern Canada, as they did, at prices much lower than 
they would have been able to ship them had they not received the advantage 
of the subsidies? Those subsidies made markets elsewhere, overseas markets, 


108 - STANDING COMMITTEE 


attractive and profitable to United States apple producers, so that they could 
afford to take less in the Canadian market because of the fact that their govern- 
ment made up to them what would have been a loss to them in the overseas 
markets? Is that not what actually happened? 


Mr. Ispister: I believe it is, as far as my knowledge of the case goes. 
But the fact remains that if they are dumping in Canada they are breaking 
the Canadian regulations on this subject. but the mere fact that they are 
selling abroad in this fashion is not a contravention of any trade agreements 
between Canada and the United States. 

There was a further point that arose when this subject was discussed with 
the United States. They pointed out to us that Canadian apples had been 
shipped on some occasions free of charge, and in some cases at low cost to the 
United Kingdom, something which they felt was open to criticism on our side. 

Mr. Fuutron: The shipment to the United Kingdom of course was not a 
subsidized shipment in any way at the time it was actually made or later. 
Surely they did. not try to make it appear to be a government subsidized 
shipment, because it certainly was not. 

Mr. Ispister: I do not mean to argue their case, but merely to point out 
that there was no basis in the trade agreement on either side for establishing 
this as a negotiable subject in the Torquay framework. 

Mr, Fuuron: I cannot argue as to the fact. If you say that in fact that 
was the basis under which negotiations were carried on, I must accept it. 
But I do think you had a bargaining point there in saying: You do apply 
an off-shore subsidy which has enabled your growers to enter our markets 
at lower prices than would otherwise have been the case. May I ask you 
this: Did they simply say: That is not a bargaining point which we can 
take into consideration in discussing the tariff? Or, did you actually raise 
the point? 

Mr. Ispister: This point was used in connection with a number of agri- 
cultural products. The only remark to be made about it is that the amount 
of leverage which it gave to us was rather small for the reasons I mentioned. 
But we used it to the extent it could be used. 


Mr. Futron: I presume you pointed out to them, when you discussed the 
tariff as such at Torquay, that we had already given up completely our 
preferential position in the British market? 

Mr. McKinnon: That is right. We gave that up at Geneva. 

Mr. Futtron: What use was made of that point in bargaining? 

Mr. RicHarps: That fact was pointed out to them; but it was water under 
the bridge, and we were starting from a new base at Torquay. 

Mr. Fuutron: So at Torquay we were definitely in a weaker bargaining 
position with respect to Canadian and American rates and tariffs on ‘apples 
than we would have been if we had not given up the British preferential? Is 
that correct? 

Mr. Ricuarps: I: would not like to say that was the case. The United 
Kingdom granted us a preference on apples. They consulted us and we 
agreed to’relinquish it. But they felt that they gave it up for a mutually 
advantageous agreement between themselves and the United States. 

Mr. Fuuron: My recollection of the evidence given by Mr. McKinnon 
at the earlier inquiry into Geneva before this committee, was that we raised 
no objection ‘at all when the British approached us on the abandonment by 
them, or the reduction by them of the preference on our apples. Is that 
not ‘true? 

Mr. McKinnon: That is in accord with the general position that the dele- 
gates took at both Geneva and Torquay. I think I said here the other day 
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in connection with the Torquay negotiations, that our position was that we 
would not refuse to accommodate any part of the commonwealth if it wished 
to bargain away a preference, seeing that we ourselves, as regards the 
United Kingdom, have the right to give up a margin of preference or to 
impair a margin of preference, after consultation. 

_ Mr. Furron: That was your statement, as I recollect it, on the earlier 
inquiry into Geneva. Our position then, is that in two successive conferences, 
first at Geneva and later at Torquay, one, by action of the United Kingdom, 
to which we took no objection, and two, hy an agreement on our part with the 
United States, we gave up two concessions to the prejudice of our own apple 
growers in Canada with respect to the tariff position which they previously 
enjoyed. | 

Mr. McKinnon: I would have to agree with the first part of your remarks, 
that we have given two concessions on apples. Whether or not in the long 
run it is to the prejudice of the Canadian apple grower is, as was said earlier, 
a matter of opinion. 

Mr. Fuuron: During that period—I do not recollect, I am simply asking 
for information—how many concessions with respect to. apples have the 
Americans given to us? 

Mr. McKinnon: Do you mean: What did we get at Geneva? 

Mr. Ricuarps: At Geneva the duty was reduced from 15 cents to 124 
cents a bushel. 

Mr. Futron: Including Geneva, they have made only the one reduction in our 
favour? 

__ Dr. Ricuarps: That is true. They kept the American market open, I 
might say, to Canadian apples. 

Mr. Laine: Might I ask, Dr. Richards, is it not a fact that Americans have 
a surplus of short storage apples and we have a surplus of long storage apples, 
and ‘as they were anxious to get their short storage apples out that is why they 
paid a subsidy. 

Dr. Ricuarps: I would say they have a surplus of both types of apples, and 
they have extended the subsidy quite recently to the end of this month, so they 
have a surplus of long storage apples. 

Mr. Laine: What would be the effect if instead of paying a subsidy for 
offshore shipments they paid a subsidy for consumption in the United States. 

Dr. Ricuarps: I think if you look tat the supplies of apples in the North 
American continent, you will agree it is in our interest to get surpluses cleared 
out of the North American continent because it makes more room for our apples 
to be sold on the domestic and nearby markets, and that is what is happening. 
The United States have cleared the North American market of surplus apples 
through their export subsidy program. Since 1948 we, it is true, have lost some of 
our export markets. 

Mr. Futron: Particularly in Brazil where we won the market; and they took 
it away from us by their export subsidy. 

Dr. RicHarps: Trade figures show we have lost approximately 500,000 
bushels. Now, there may be other factors which may come in but that is 
what the trade figures show. We have gone down by that amount to countries 
which come under the export subsidy program of the United States, but during 
that same period we have increased our sales to the United States by 800,000 
bushels. 

Mr. McKrynon: We have not only held a premium market in the United 
States but we have actually increased our participation in the United States 
markets. 
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Mr. Fuiron: Quite, but there are two or three things which arise out of that. 
While I know that—and here Mr. Laing will agree—all the apples which are 
exported from British Columbia are premium grade, the fact is when you concen- 
trate on the United States market you surely are looking to a market where the 
demand for grade and quality are extremely high, which in that sense makes it a 
difficult market. Is it not the case therefore that if you ship your apples to a 
market which demands the best quality apples then you are left in the position 
where you must market your lower grade apples domestically? It seems to me 
the one offsets the other. 

Mr. McKinnon: Although we may be concentrating on a market that you — 
say demands—I would prefer to say, accepts—in large volume our best grade 
apples, nevertheless I should think that that same market should offer an outlet 
for apples of Canadian production that are not necessarily of premium quality. 
After all, 125 cents a bushel—even if we are considering apples that are not of 
the very finest quality such as some that come from the Okanagan Valley—is not 
a barrier they couldn’t overleap. 

Mr. Carrotu: You apparently, Mr. McKinnon, do not agree with the two 
members from British Columbia that all export apples from British Columbia 
are premium quality. 

Mr. Futton: Mr. McKnnon, what you say with regard to 124 cents tariff 
would surely apply almost equally to a tariff of 15 cents so that, to come back 
to my point, for a concession of 24 cents a bushel—I do not wish to thrash the 
point too much, but it is not such a large concession based on your last state- 
ment—for the comparatively small concession of 24 cents at Geneva, we have 
made two. quite substantial concessions. 

Mr. McKinnon: We certainly have made two substantial concessions, Mr. 
Fulton; there is no doubt about that, but on the other hand our tariff situation 
is still such that our rate is higher than the United States rate of 18% cents. 

Mr. Gour: 182 cents? 

Mr. Rick in san: 183 cents a bushel is the new SUES rate after Torquay. 
The American rate is 124 cents a bushel. 

Mr. Gour: That means a reduction of 24 cents to 125 cents. That is 24 
cents on 15 cents. If we reduce that to a percentage basis you will find it is a. 
sizable percentage of increase in the tariff. If it were 24 cents reduction on one 
dollar the percentage would not be as much. 

Mr. Fuuron: May I follow this up? One further question. -Can I take it 
from the answers which you have given and which Dr. Richards gave that the 
thought of the negotiators has been to concentrate, put it that way, to accept 
the abandonment of overseas markets in favour of concentration on American 
markets in respect to apples. Is that the policy which you are following? 

Mr. McKinnon: No, I do not think that would be quite a fair statement, 
Mr. Fulton. It would be true to the extent that we agreed to give up the prefer- 
ence in the United Kingdom but you will remember that at Geneva and again at 
Torquay we got fair, and in some cases quite substantial, reductions in the duties 
on apples in various European countries. 


Mr. Futron: Have you any figures to show what has been the result by way 
of any increase in exports to those countries? 

Mr. McKinnon: Have you, Dr. Richards, figures for any of the countries 
either at Geneva or Torquay? 


Dr. Ricuarps: I have in general. In 1950, Mr. Fulton, we exported apples 
to twenty-one countries in spite of the United States export subsidy and these 
included the United Kingdom, South America, Central America, Oceania, Africa, 
Asia, and North America. There were very few apples sold to Europe in 1950 
but we did, at Geneva, negotiate tariff concessions, or at least we obtained tariff 
concessions on apples from twenty-five countries. 
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Mr. Fuuron: Have you any quantitative figures which would show volume 
pre-Geneva to any of these countries, and the volume post-Geneva in exports 
to those countries so that we could assess the benefit of the tariff reduction? 

Dr. Ricuarps: I can obtain those figures for you. 

Mr. Futron: I would appreciate it if you would. Could I ask whether you 
also have figures showing what is the American average quantity available for 
export per year? : 

Mr. Larna: It depends on the frost. 

Dr. Ricuarps: Last year, the 1949 crop, I think, produced a surplus of 
possibly 15 million bushels. 


Mr. Fuuron: Do you recall whether that is exceptional? 
Dr. Ricuarps: Yes, that was an exceptionally big crop. 


Mr. Futton: I do not want to ask you to guess—but would you be able to 
produce an average figure or would it be just a guess? 

Dr. Ricuarps: I can do that and I can get figures on all apples shipped to 
countries under their export subsidy program. From the 1949 crop the United 
States exported only two million bushels and from the 1950 crop, to date they 
have exported about two million bushels, so they have not gained a great deal 
under that program. 


~Mr. Fuuton: When did they bring that program into effect? 
Dr. Ricuarps: I would say early in 1949. 
Mr. Fuuron: After Geneva? 


Dr. Ricuarps: Yes. Production has been stepped up in European countries. 
In the United Kingdom, the 1935-39 average production was about ten million: 
bushels annually; in the last four years it has been twenty million bushels. The 
production in Denmark, Belgium, Netherlands, Switzerland, during the last four 
years has been increased by almost sixty per cent over 1935-39. 

Mr. Fuutron: Dr. Richards, do you know of the visit that was paid by 
officials of British Columbia Tree Fruits Limited to England recently? Have 
you had a consultation with them following that? | 


Dr. Ricuarps: No, I have not, Mr. Fulton. 


Mr. Fuutron: Then I cannot question you on that, but arising out of that 
statement you made just before that question, surely I am not to take it that 
you mean there is not a market for Canadian apples in the United Kingdom 
provided currency difficulties were overcome? 

Dr. Ricuarps: I think our Canadian apples will sell in any market in 
the world if they can enter on a competitive basis. 

Mr, Futron: My impression is they would like to have our apples if 
they could overcome currency difficulties. 

Dr. Rrcuarps: That is quite true. Our Canadian apples topped the market 
when they were offered for sale in the United Kingdom. 

Mr. McKinnon: I think that was the case this year, and we can testify 
from personal observations that all through southern England, and in some 
of the best apple growing counties, we saw the ground literally covered with 
apples of their own production; and yet, in spite of that fact, Canadian 
apples brought a premium price in the United Kingdom market to the extent 


- that the British could buy them at all. 


Mr. Fuuron: The point I would like to establish there is that the prefer- 
ential position that we used to enjoy in the United Kingdom market would 
still be a substantial consideration to Canadian apple growers if it were not 
for their difficulties arising out of currency. 
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Mr. Larne:. Surely we are not going to have our negotiators criticized 
for failing to make an agreement with a country that has no money to spend. 
On the other hand, our negotiators should be praised for having made an 
agreement with the countries having cash to spend. 

Mr. Futron: I am not suggesting that the negotiators are to be criticized 
for not securing more substantial sales in the British market for Canadian 
apples just lately. My criticism is that the United Kingdom is a potential 
market for Canadian apples, and that the abandonment of the preference has 
a substantial bearing on the availability of that market, leaving aside the 
question of currency difficulties. 


Mr. McKinnon: Well, there is this qualification to that, Mr. Fulton, 
that the abandonment of preference on our part was at the request of the | 
United Kingdom authorities, to enable them to make an agreement with the 
United States at Geneva. They wished that we give up the preference; they 
asked us to do so; and we concurred. 


Mr. Futon: Ad you raised no objection whatsoever? 
Mr. McKinnon: No. 


Mr. Larne: You concurred because you considered that our apples did 
not need that preference? 


Mr. McKrnnon: I think our apples can compete with any apples in most 
countries of the world, on even terms. 


Mr. Futon: I think that is so, too, but when you encounter the policies being 
pursued by the Americans I would like to see us do what we can to give our apples 
to preferential position in any market where you can do so on a proper basis. 

Mr. Larne: Probably the policy being pursued by the Americans today is 
of assistance to us, because it is clearing the way for our apples to go down 
there. Apples are being produced in the Okanagan Valley today, as Mr. 
Fulton and I have been informed, at a loss. They are being sold at an f.o.b. 
shipping price to the United States for $2.60, and the domestic price is $1.52 
per bushel. Both of us have been informed of that. What would have been 
our loss if we had to sell them on the domestic market? It seems imperative 
to me that that avenue to the U.S. should be kept open. 


| Mr. Fuuton: Of course, I do not know whether the Americans threatened 
to put their tariffs back up again, but what I take from the evidence is that 
we have secured a reduction of 24 cents in their tariff at Geneva for which 
we then made a concession, and we now give a concession to the Americans 
with respéct to tariffs by reducing our tariff on their apples, so we do not get 
a quid pro quo on this deal, as I see it now. Was there any threat. on the part 
of the Americans—I do not know whether that is the right term to use when 
- you are negotiating—that they were going to put their tariffs back up to 15 cents? 


Mr. McKinnon: No, not a threat in that sense, Mr. Fulton, but in the 
many hours that we spent on the apple situation they kept impressing on us 
the difficulty they faced in making any concession on apples because of the 
disparity in the rates; and, indeed, that unless we could do something to 
redress that disparity they might find it very difficult to justify continuance 
of the concession. Now, that is not to say that our duty position was not 
bound. It was bound, for three years. But, if a strong pressure group down 
there were to establish that the import of Canadian apples at the concession 
rate was doing a great injury to the United States apple growing industry, 
it would have been within the power and the right of the United States 
authorities to withdraw the concession. Had they done so, we in all 
probability might have withdrawn some concession in return. We would 
then have been entering upon a trade war based upon apples. I think, though, 
that by making another concession in our admittedly high rate we have 
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forestalled ‘any such probability. We have the present situation bound for 


another three years, which should give assurance of a stabilized market in 
the United States for Canadian apples. I would like to add, too, that we did 
continually impress upon the negotiators the adverse effect upon our trade 
of their subsidy policy and not only in respect of apples; another illustration 
hes in oranges and orange juice, in respect of which we pointed out to them 
they were subsidizing the export of this citrus product. But, having in mind 
our own high rate on apples, we felt we could help to stabilize the position in 
the United States for the Canadian grower. 


Mr. Fuutron: Did you attempt, Mr. McKinnon, to negotiate separately on 
the question of the period during which their apples would be admitted free and 
the question of a general reduction in our tariff, or did they insist on both those 
things being considered together? 

Mr. McKinnon: No, they. were not completely separate at any time, 
Mr. Fulton. We canvassed among ourselves many different propositions and 
variations. We finally agreed upon this as being the one that might cost us 
the least and at the same time retain for us the United States market: namely, 
a reduction to 183 cents per bushel in the general rate and an extension of 
their free-entry period into Canada by two weeks. The former free-entry 
period was from May 20th to July 12th; we extended that to July 31st. 


Mr. Fuuron: Did you obtain or did you have any representations from 
the British Columbia Fruit Growers Association or from the British Columbia 
Tree Fruits Limited, prior to going to Torquay? 

Mr. McKinnon: Yes, the Department of Agriculture had from either one, 
or both. 


Dr. Ricuarps: Yes, we had representations. 

Mr. Futron: Do you recall which one, or was it both? 

Dr. Ricuarps: From the British Columbia Tree Fruits Limited, I believe. 

Mr. McKinnon: Perhaps I should add to Dr. Richards’ reply: to my 
knowledge, since the Torquay results have been published we have not had one 
word of criticism or objection from either of the associations you mentioned. 


I have not heard a word from any of the apple erowers or from the Horticultural 
Council. 


Mr. Apamson: You did see in the United Kingdom a lot of waste in 
apples? What would be done with them? 


Mr. McKinnon: A lot of them were cider apples. 


Mr. Apamson: The British government in order to improve the operation 
of their bulk buying of meat, commandeered apple storage facilities and stored 
meat in these places. I know one of the fruit growers over there who told me 
that. 

Mr. McKinnon: We certainly saw a lot of fruit going to waste. 


Mr. Apamson: Frightful waste, owing to the deliberate policy of the British 
government. I do not mind that being on the record. 


Mr. Futron: Mr. Chairman, just before you leave that page, will it be 
permitted to come back to this question when Dr. Richards produces the figures 
that I have asked him for? 


The Vice-CHAIRMAN: Yes, when those figures are produced we can come 


‘back to this item. 


Mr. Fuuron: I understand we will be allowed to come back to item 93 if 
desired after Dr. Richards has produced those figures. 
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Mr. Laine: If at the same time Dr. Richards is looking up his figures could 
he go back to the original so-called Chicago agreement by which these apples 
first entered the United States in 1942 irrespective of government action at 
that time? 

Mr. McKinnon: It was purely a commercial transaction. 

Mr. Laine: Yes, a commercial operation. Would Dr. Richards show 
the exports into the United States since, if these figures could be obtained. 

Dr. RicHarps: Yes, I will obtain that. 

The VIcE- any eee Did you have a question on bananas, Mr. Hellyer? 

Mr. Hettyrr: I just wondered where we bought most of our bananas? 

The Witness: In 1949 we imported almost three million stems valued at 
about $17 million. From Honduras we imported 1,170,000 stems valued at 
$6,750,000. 

Mr. Apamson: That is from British Honduras? 

The Witness: No. From Guatemala we imported about 748,000 stems 
valued at $4,260,000; from Panama, 341,000 stems, valued at $2,267,000; from 
Costa Rica, 247,000 stems valued at $1,687,000; and we had smaller imports 
from Ecuador, Colombia, Mexico, and Haiti. 

Mr. Hetuyer: Generally speaking, most of the imports were from the most 
favoured nation countries and not from British preference countries. 


Mr. McKixnon: Almost entirely. 


By Mr. Hellyer: 


@. Does this 50 cents a stem duty represent a substantial reduction?— 
A. A substantial reduction. Honduras is a general tariff country, and the general 
tariff rate of $1 per stem or bunch still applies. 

Q. From Honduras?—A. Yes. This is a complicated matter which will 
have to be straightened out in the next budget because most favoured nation 
countries are paying duties of fifty cents per one hundred pounds while general 
tariff countries are paying a duty of $1 per stem or bunch. 

Mr. MacKinnon: The explanation being that Honduras is not in the 
General Agreement and does not get most-favoured-nation treatment. 

The Wirness: The weight of a stem or bunch runs from thirty-five to 
sixty-five pounds. It varies with different countries. The reduction is fairly sub- 
stantial although on paper it does not appear to be much. A reduction from 
fifty cents per stem or bunch to fifty cents per hundred pounds is - fairly Rup 
stantial. 


Mr. Larne: Most people are concerned about this item because bananas are 
selling at eighteen cents a pound whereas formerly they were two pounds for 
fifteen cents. 

Mr. McKinnon: That is right. That arises partly from the situation that | 
Honduras, which is by far the biggest supplier is not a favoured nation and 
does not get advantage of this concession. 

Mr. Apamson: Do we then buy a lot from Guatemala? 

Mr. McKinnon: Yes. 

The Vick-CHAIRMAN: Shall page 5 carry? 

Carried, except item No. 93 which will stand. 

Mr. Carrout: I do not quite understand, Mr. Chairman, what this com- 
mittee means by carrying these items. What have we got to do ‘with carrying it? 

The Vick-CHAIRMAN: We have to approve the changes that are made. 
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Mr. Carrouu: It does not make any difference whether we approve them 
or not here. They are now a negotiated treaty. Approving them might give 


rise to complications. 


The Vice-CuHairMAN: The ‘items were referred to the committee by the 
House. If anybody has any questions to ask he asks them, and we use the 
word carried because we usually use it in committee. Have you another 
expression to suggest, Mr. Carroll? 

Mr. Larne: It was said this is an educational committee. We should say 
we understand the item. 

Mr. Carroiu: It might give rise when some time in the future Mr. 
McKinnon goes down for further negotiations with these countries that he will 
be met with the statement you people did not consider this a treaty at all, you 
had it before a committee, you had it before parliament, and you carried the 
things we had agreed on, taking the position that you had the right to carry it. 

~The Vice-Cuairman: After we examine it page by page we will adopt the 
whole report. 

Mr. Carrouu: I do not want to be critical of this. 

Mr. Apamson: We might use the word approved, or accepted. 

The Vice-CHarrMAN: Is page 5 accepted then? 

Accepted. 

Mr. Hetiyer: One thing I would like to mention here, Mr. Chairman, in 
passing. It seems the British Columbia people are making tremendous inroads 
in the Ontario apple sauce market. | 

Mr. Stnciarr: Good apples, good salesmanship. 

The Vicu-CHaiRMAN: We are on page 6, items 101 (a), lemons, to 105 (e), 
cherries and other fruits. | 

Mr. Apamson: The only large item here is lemons. Presumably that 1s an 
American product or where does the bulk come from. It is all free. 

Mr. McKrxnon: It is simply a binding of the free entry; it was actually 
negotiated with the Dominican Republic. 

The Vice-CuairMAN: Shall page 6 be accepted? 

Accepted. 


Mr. Apamson: Where do the lemons come from? 


The Witness: Mainly from Italy. 1,420,000 came from Italy in 1949; 
764,000 from the United States during that same year 1949. 


Mr. Apamson: Almost entirely from those two countries? 

The Witness: Yes. ! " 

The Vicr-CHAIRMAN: Shall page 6 be accepted? 

Accepted. 

Page 7, beginning with item 109, walnuts and ending with item 136 (a) 
molasses. 

Mr. Goour: I see here you have a one cent duty on molasses. 

The Vicr-CHairMAN: What did you say, Mr. Gour? 


By Mr. Gour: 


Q. I say there is a one cent duty shown here on molasses.—A. Molasses 
covered: by this item is commonly known as blackstrap molasses. 


87506—2 


116 STANDING COMMITTEE 


Q. Blackstrap molasses is used for livestock feed used mainly on the farm. 
I do not see why there should be a one cent duty on that, taxing the farmer to 
that extent—A. At Annecy we reduced the most favoured nation rate from 
14 cents to 1 cent. 

Q. You could have reduced it to zero. It is also a food Esty in POUT, families. 
I know a lot of you people like to eat maple syrup. 


Mr. Fuxron: I know quite a lot of wealthy people who are using blackstrap 
_ molasses as a health tonic. 


Mr. Gour: Maybe in your constituencies but not our people, we use black- 
strap molasses as a food. 


The Wirness: The reduction made at Annecy was bound to the Dominican 
Republic at Torquay. It is just a binding of the existing rate of one cent. 

| The Vicn-CHAIRMAN: Is page 7 accepted by the committee? 

Accepted. 

Page 8, item 141, sugar candy to item 142, tobacco. Any questions? 

Mr. Laine: Is that the entire tobacco import, in Canada? 

Mr. Stnciair: Cut tobacco is listed or the next page. _ | 

Mr. Fuuron: Does item 141 include the sweet biscuits, like Peak Frean bis- 
cuits, those special biscuits? 

The Witness: No, they come under item No. 66 or 66a, the items covering 
sweetened biscuits. 

Mr. Larne: I would like to point out that the total tobacco import is very, 
very small. We must produce a large percentage of our tobacco today. 

The Witnzss: Practically all. 

Dr. RicHarps: We are on an exporting basis; we produce more dine we 
consume: 

Mr. Larne: I understand for blending purposes we bring in a modest quantity. 

Mr. McKinnon: That is right, Mr. Laing, imports of tobacco are very small. 

The Vicr-CHairMAN: Is page 8 accepted by the committee? 

Accepted. 


Page 9, beginning with item 144, cut tobacco, and finishing with item 159 (a) 
spirits and strong waters of any kind. 


By Mr. Adamson: 


Q. I have one question to ask about grapefruit juice. Why does not this 
come under the general item of citrus fruits? That is a fairly large item, item 
152°?—A. Item 152 reads: “fruit juices and fruit syrups n.o.p. viz. (a) lime 
juice; (b) orange juice; (c) lemon juice; (d) passion fruit juice; (e) pineapple 
juice; (f) grapefruit juice; (g) blended orange and grapefruit juices; (h) fruit 
juices n.o.p.; (2) fruit syrups n.o.p.” 

Q. The ‘only one that an agreement was made on was grapefruit juice?— 
A. Yes. 

Q. I thought orange juice came in free. 

Mr. McKinnon: No, ten per cent. 


The Witngss: Orange juice is free under the British preferential tariff. The 
rate of ten per cent applies to imports of all fruit juices from most-favoured- — 
nations countries at the present time. 

The .Vicr-CHAIRMAN: Is page 9 ee by the corniteer 

Mr. Futton: Item 159 (a). 


The Vicr-CuairMan: Have you any questions on it? 
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' . 
_ Mr. Futron: I take it from the volume of imports there, Mr. Chairman, 
that it does not include Scotch. 
The Witness: No, it does not include Scotch whisky. 
The Vick-CHAIRMAN: Is page 9 accepted? 
Accepted. 
Now, we are on page 10, item 160, alcoholic perfumes to item 161, perfumed 
spirits. Any questions on that? 
Mr. Fuuron: I have a question on item 161. These rates, Mr. McKinnon, 
would they be mainly for revenue purposes or are they for protection purposes? 
We do not have much of a perfume industry in Canada, do we? 
Mr. McKinnon: They are to some extent protective, but they are chiefly 
- for revenue—and, indeed, sumptuary, because of the nature of the product. You 
will notice that the duties prior to Torquay were very very high on some of these 
products, 45 per cent, and in another case $3. a gallom plus 30 per cent. They 
are quite high duties and apply to commodities which normally would pay a 
high rate of duty, on sumptuary grounds. ! 
Mr. Fuuron: Would the concessions made benefit France or the United 
| States? 
; Mr. McKinnon: France. They were given to France. I think every item 
on this page was negotiated with France. They represent those essentially 
_ French products upon which France desired concessions. 
| Mr. ApAmson: I imagine the tourists would be interested in this sort of 
- product. Does this mean that perfumes may be bought more cheaply in Canada 
- than in the United States? ; 
The Wrrnsss: The reduction is substantial. It might be possible. 
Mr. McKinnon: On the other hand the United States has been making 
quite substantial reductions for the same type of product. 
Mr. Srncuatr: They still-have a twenty per cent retail tax on that sort of 
thing in the United States? 
Mr. McKinnon: Yes? | 
Mr. Fuuron: There is not much production of this type of product in the 
United States. 
Mr. McKinnon: In any event, the United States has been prepared to give 
: concessions to France on this type of thing. In making our agreement with 
‘ France, Mr. Callaghan found it not very easy to find products which were 
essentially French in nature but this particular includes page four or five items 
that France was especially interested in. 
The VicE-CHAIRMAN: Is page 10 accepted? 
Accepted. 
Page 11, items 165, champagne, to item 168a, malt syrup. 
Mr. Apamson: How much is this likely to reduce the price of a bottle of 
champagne? Not very much I suppose? | 
The Wirness: It is equivalent to a dollar per dozen bottles containing each 
not more than a quart but more than a pint. 


By Mr. Fulton: 


: Q. This sort of general rate or subsidiary rate that you have at the bottom, 
“and in addition thereto, under all tariffs, $1.75 per gallon.” Is that a sort of 
a surtax duty?—A. No, it is not in reality. It should not be in the trade agree- 
ment. The history of these additional duties on cigars, tobaccos, cigarettes, - 
wines, goes back to September 1939. When the war broke out parliament 
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enacted what. we call additional duties on these products for revenue purposes. 
They are under a separate section in a separate Act. These duties were increased 
substantially in 1940 and 1941, but this ome has never been reduced. At one 
time these additional duties applied on tea, tobacco, and coffee. 

Q. Tobacco?—A. They were taken off tea and coffee during the war years. 
They were put on mainly for purpose of obtaining additional revenue and they 
are still on. 

Q. And they were not the subject of negotiations at all?—-A. No, they were 
not the subject of negotiations. We thought in 1947 that they would never go 
any higher. Last year the additional duty on liquor was increased from $7 to $8. 

Q. It did not just happen, it was put there!—-A. It is possible that when 
we consolidate the Torquay, Annecy and Geneva trade agreements these addi- 
tional duties will be left out altogether. There may be some objections raised 
if they are left out. We never bound these duties and we put them in the 
schedule for information only. 


By Mr. Adamson: 


Q. You would like to have these taken out?—A. We would not like to have 
them bound against increase in a trade agreement. 

Q. It was originally put on as an excise tax?—A. Yes, but it was put on 
under the Customs Tariff Act. 3 


The VicE-CHAIRMAN: Is page 11 accepted? 
Accepted. 


Page 12, beginning with item 172a, tourist literature, to item 178, advertising 
and printed matter. 
Is this page accepted? 


Accepted. 


Page 13, item 178 continued. 
Is this page accepted? 
Accepted. 


Page 14, items 188a, Decalcomania paper, to 401 (g), tape or wire. 


By Mr. Adamson: 

Q. Apparently there has been a big reduction in coated papers. Does the 
Canadian industry consider itself secure to have a complete reduction of 224 
per cent to free, and from 324 per cent to free on coated papers being brought into’ 
Canada?—A. On items 197a \and 198a we reduced the tariff from the prevailing 
rates to free, but overriding those two items we have drawback item 1,060 which 
provided for a drawback of 75 per cent of the duty on paper of all kinds when 
used ‘by a publisher or printer in Canada in the production of periodical publica- 
tions enjoying second class mailing privileges, the pages of which are regularly 
bound, wire stitched or otherwise fastened together. Due to this drawback item 
the actual rate of duty was only 25 per cent of that shown in the tariff. The 
publishers of magazines and books have repeatedly requested some relief for the 
reason that their publications’ enter Canada duty free. The United States were 
after some concessions on paper and we figured out that these were the cheapest 
concessions we could give them. 

Q. That is on high grade coated paper?—A. Yes. 


By Mr. Laing: 
Q. Going back to item 192e, I see this gasket stock is free. We have built up 
a gasket plant in Canada now to supply our own needs?—A. These are mostly for 
gaskets which are made in Canada, but this item has been in the tariff for some 
time duty free by order of council. This is the paper for making gaskets. 
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Q. Do we not make them all here now in Canada?—A. Practically all. , 
‘There may be a gasket for a peculiar type of motor such as an Essex 1920 that 
has to ‘be imported. Anybody wanting that gasket would have to import it. 

The VickE-CHAIRMAN: Is page 14 accepted? 

Accepted. 


Page 15, items 199, matches of paper, to item 206a, sera and antisera. 

Mr. Hetityer: Mr. Chairman, this is supposed to be an educational com- 
mittee. I wonder if members know that ginseng was perhaps the first export 
- from this area to the Orient some three or four hundred years ago? 

The Vice-CHAIRMAN: Is page 15 accepted? 

Accepted. 


Page 16, items 208, iodine, to 216, chromium trioxide. - 


Mr. Heutyer: If anybody has stomach ulcers either before or after this 
~ committee it will also cure them. 


_ Vicr-CHAIRMAN: Is page 16 accepted? Any questions? 
Accepted. 


Page 17, items 219a, non-alcoholic preparations to item 219g, yeast, dead 
or inactive. | 

Is page 17 accepted? 

Accepted. 


Page 18, item 220, all medicinal and pharmaceutical preparations. 

Mr. ApAmson: Who was interested in these medical preparations being 
imported into Canada, European countries?—A. The United States requested a 
- substantial reduction on these large items. They had their eye on them because 
- the trade is $6 million. They wanted the British preferential rate. The only 
reduction we made on this item was in connection with products having more 
than 24 per cent alcoholic content which carried a rate of 60 per’ cent without 
any preference. We reduced this rate to 26 per cent. 

Q. It still gives fairly sufficient protection to our own industry?—A. Yes; 
one of the chief products that had to pay 60 per cent, because it had more than 
24 per cent alcohol in it, is embalming fluid. 

Q. What is that, formaldehyde?—A. I do not know what is in it but I know 
it contains a considerable quantity of alcohol. 

The Vick-CHAIRMAN: Is page 18 accepted? 

Mr. Fuuron: What is the reason for exempting from the rieSoAMGRS those 
items mentioned at the bottom of the page, or are they exempt from this tariff 
item? Is that your meaning or were they exempted from the negotiations? 


The Witness: They have been there for thirty or forty years; that is the 
_ way that tariff item is worded. 


The Vick-CuHatrMAN: It has always been worded that way? 
The Wirness: It has always been worded that way. 

The Vice-CuairMAN: Is page 18 accepted? 

Accepted. 


Page 19, item 220, sulfamethylthiadiazole, to item 284, perfumery. 
Mr. ApaMson: Would you give us an explanation on this $21 million item? 


The Wirness: Yes. This would ‘be the large one as far as statistics show, 
but you cannot separate them. 


The Vicr-CHAIRMAN: Is page 19 accepted? 
Accepted. 
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Page 20, from item 245, others, to item 280a inedible oils. 
Accepted. 


Page 21, from item 284b, gypsum bah to item 325, stained or dilarhen hal 
glass windows. 
Any questions on page 21? 
Is page 21 accepted by the committee? 
Accepted. 


Page 22, from item 326, demijohns or carboys, to item 348f, copper covered 
steel wire. 


° 


By Mr. Fulton: 


—Q. On item 326, who would be the main beneficiary of the reduction there, 
the United States?—A. It is the United States. It is one of the items they 
pressed for until the last day—for a reduction on this one. , 

Q. I did not quite hear you? Did you say they pressed for it on the last day 
or until the last day?—A. Until the last day they pressed for a reduction on this 
item—mainly on account of the amount of trade involved. 

Mr. Buackmore: Which item? 


The Witness: 326(1). The total trade in that item is shown here as 
$3,400,000, of which the United States supplied $3,277,000. 

The Vick-CHAIRMAN: Is page 22 pect by the committee? 

Carried. 


Would you like to take over again, Mr. Chairman? 

Mr. Cleaver resumed the chair. 

Mr. BuacKkmMoreE: Would it be in order to ask why we are not taking any 
more of that market ourselves? 

Mr. McKinnon: There is a very large production in Canada of bottles of 
the type that come in under this item. There are two very big plants in par- 
ticular, with the most modern equipment, highly automatic machinery, and very 
big production. 

: Mr. BuackMore: Yet the United States wants to sell in the market against 
us 

Mr. McKinnon: Yes, they are selling, to the extent of $34 million over a 
duty of 224 per cent. 

The CHaiRMAN: Now, we are nearing the hour of adjournment and looking 
over the list of committees which are going to sit tomorrow I do not think it 
would be wise for us to attempt to meet in the morning. Would it suit members 
of the committee if we met tomorrow afternoon at 4 o’clock? 

Mr. Futron: Is there any chance of being able to get the report of today’s 
proceedings printed by that time? 

The CuatrMan: No, we are running about a week late. 

Mr. Fuuron: Well, (Dr. Richards undertook to produce some figures, but I 
do not suppose there is any chance of completing our work tomorrow anyway. 


The CHarrMAN: No, so we will meet again at 4 o’clock tomorrow. 
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APPENDIX ‘‘A”’ 


- TARIFF CONCESSIONS OF INTEREST TO CANADA GRANTED BY 
OTHER COUNTRIES AT TORQUAY, 1951 


INTERNATIONAL TRADE RELATIONS DIVISION 
DEPARTMENT OF TRADE AND COMMERCE 
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STANDING COMMITTEE 


IMPORTS INTO THE UNITED STATES OF PRINCIPAL ITEMS OF INTEREST TO CANADA 


Brief Description 


Pre-Torquay 
Agreement 


Rate 


Torquay 
Agreement 


Rate 


RESPECTING WHICH CONCESSIONS WERE OBTAINED UNDER THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951 


U.S. Imports 
From Canada 
1949 


ey Se eT et ee Oo 


a 


CHEMICALS, OILS AND PAINTS 


Acetic or pyroligneous acid containing by weight; , 


more than 65% acetic acid............eceeecees lb. 
Chiproacetic acid ag beh le oe eek eeu awe voee.} 2s¢ lb 
Citric CT GT Cet AEC tree ayy Sy edges UD ane Belt g 17¢ lb 
PROSHBOTIC BOI OC ee SR aN Deen te 2¢ Ib. 
N aphthenic PLE Us | MORNE NR NIRS uv upMan MTAOU 25% 
Acids and acid anhydrides, N.S.P.F peices Won. 25% 
Acetylene derivatives: 
Acetaldehyde sini vos Dee eau ie, 2  6e: 1b: 
plus 30% 
Aldol'or acetaldols 26, (os Wu elites ..| 6¢ Ib. 
plus 30% 
Butyraldehyde and crotonaldehyde.....2..... 6¢ lb. 
plus 30% 
Paracetaldehyde or paraldehyde.............- 6¢ Ib. 
plus 30% 
Homologues, polymers, ethers, esters, salts and 
mixtures of one or more acetylene deriva- 
TIVES THE Dil ae se See oe as NE me ae 6¢ lb. 
plus 30% 
Butylene, ethylene, and propylene derivatives: 
Butylene, chlorohydrin, dichloride, glycol and 
rO8- 1102 ds MRM Se UMTS LG COE HERI ea ta Na UL TE aN 6¢ lb. 
plus 30% 
Ethylene, chlorohydrin, diamine, dichloride, 
OPV GH) And DRO shoe So, vy cw OR ea 6¢ lb. 
plus 30% 
Glycol mondcetate: soc) o. pca see cued conte 6¢ lb. 
plus 30% 
Propylene chlorohydrin, dichloride, glycol and 
29.619 <P aie UGE ant Stata Mag ulead Clb Byer SUE Rae 6¢ lb. 
plus 30% 
Ethanolamine, mono-, di-, tri-, and all other 
hydroxy alkyl amines and alkylene diamines} 6¢ Ib. 
plus 30% 
Allyl, crotonyl, vinyl, and other olefin or un- 
saturated falcoholeyi si iis oc cn te es eos 6¢ lb. 
plus 30% 
All other glycols, or dihydric alcohols, n.e.s..| 6¢ lb. 
plus 30% 
Homologues, polymers, ethers, esters, salts, and 
nitrogenous compounds and mixtures of one or 
more butylene, ethylene or propylene deri- 
VAtIVies DS Der ic is Seas ei a ae 6¢ lb. 
plus 30% 
Acetone, ethyl methyl! ketone, and their homo- 
logues, and ‘acetone ols c eae belay Oy 20% 


$¢ Ib. 
13¢ lb. 
83¢ Ib. 
1¢ lb. 
62% 


3¢ lb. 
plus 15% 


3¢ |b. 
plus 15% 
3¢ lb. 
plus 15% 


3¢ |b. 
plus 15% 
3¢ lb. 
plus 15% 


3¢ lb. 
plus 15% 


3¢ lb. 
plus 15% 


3¢ lb. 
plus 15% 


3¢ lb. 
plus 15% 
3¢ lb. 
plus 15% 
3¢ lb. 


plus 15% 


3ilb. 
plus 15% 


3¢ lb. 
plus 15% 


10% 


591,322 


8, 542 


150,198 


‘ 
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- JIMPORTSINTO THE UNITED STATES OF PRINCIPAL ITEMS OF INTEREST TO CANADA 
RESPECTING WHICH CONCESSIONS WERE OBTAINED UNDER THE GENERAL 
; AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951—Continued 


U.S. Pre-Torquay Torquay U.S. Imports 
Tariff Brief Description Agreement Agreement | From Canada 
. Para. “Rate Rate 1949 
‘ $ 
Ye Salts derived from vegetable oils, animal oils, ; 
; fish oils, animal fats and greases, n.e.s. or from 
; TALTS GE PETOCOR ye cided VETS ele eae 25% 124% “= 
Be Fatty alcohols and fatty acids sulphates, n.e.s. 
: and salts or fatty acids sulphated n.e.s........ 23% 123% — 
5 Nicotine and nicotine sulfate...................5- 25% 123% — 
: 5 All alkaloids, salts, and derivatives, n.e.s........| 25% 124% 25 
: 5 Derivatives of barbituric acid, n.e.s............. 25% 124% — 
5 EErIG ALGKEV LEE ee PAR Aiko once od oA diet vies 25% 123% — 
| 5 Medicinal preparations of vegetable origin....... 25% 123% 1,058 
. 5 Medicinal preparations, n.s.p.f. not containing 
alcohol (except of animal, vegetable, or coaltar 
origin and except haarlem oil and vitamins). .|} 25% 124% 45,386 
} 5 Salts and compounds of gluconic acid and com- 
” binations and mixtures of any of the foregoing; 
GTLOTAMIING CALITALE MS. D Lei cd oie ie bestia ss 15% 123% -— 
7 5 Ammonium compounds, n.e.s......... 25% 122% — 
: 5 Barium wal Gidea ce eullsde wish eo ck bis onee ste 25% 122% a 
‘ 5 Sodium compounds: 
. BEN AL ITN as Pe AIR Meet ots lest) SIM ay Wk Hay ws aneceuae aoa 20% 123% — 
rer gy 01s 2 hep aap, Jee Dey telly We Aer DOR RA AG 25% 124% 20, 163 
5 Laundry sour containing not less than 20% of 
sodium silicofluoride and not less than 10% of 
} GEAUGA MATA iden, Karey ee de ele Candas % 123% ~~ 
; 5 Beryllium: oxide or carbonate............ hg Ria 123% 122% — 
5 Other chemical elements, eompounds, mixtures, 
salts, n.s.p.f., not containing alcohol (except 
taxbilomeniatants cor eee ee iodo e's % 122% 2,034,927 
5 Medicinal preparations of animal origin.......... 122% 123% 57, 821 
. Ammonium phosphate (not fertilizer)............ 13¢ lb $¢ 1b. _— 
10 Ban OF CORMBOR, ak Cure eR ed Sees a 5% 23% 18,076 
21 Chemical compounds, mixtures, and salts, of 
which gold, platinum, rhodium, or silver are 
Peat wntany OS Fs ha 6S ca Oe wan Bate tnlaee eh 25% 123% 139 
23 Preparations in capsules, pills, tablets, lozenges, 
troches, ampoules, jubes, or similar forms, 
including powders, non-coal-tar.............5-. 23% 123% 152, 102 
or 25% 
24 Extracts for dyeing, coloring, or staining alcohol: 
BAPE Tip lores Orin 4 Sas ve Mh aa he en le 20¢ Ib. 20¢ lb. f — 
plus 25% plus 123% 
over 20% and not over 50%........ 0... eee eee 40¢ Ib. 40¢ lb. — 
plus 25% plus 123% 
TRS Oe Gases te ie eet ae eI otek 80¢ lb. 80¢ lb. —_ 
; plus 25% plus 123% 
24 Brewers’ yeast, containing 20 per cent or less 
ailaesberenel (28 Se Ae ee peg oe re es atin 20¢ |b. 20¢ lb. 900 


plus 25% 


plus 123% 
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IMPORTS INTO THE UNITED STATES OF PRINCIPALITEMS OF INTEREST TO CANADA 
RESPECTING WHICH CONCESSIONS WERE OBTAINED UNDER THE GENERAL 


AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951—Continued 


Torquay 


U.S. Imports 


Agreement | From Canada 
949 


Rate 


3¢ |b. 
plus 224% 


33¢ lb. 
plus 25% 


33¢ lb. 
plus 224% 


34¢ lb. 
plus 223% 


4¢ |b. 
plus 222% 


5¢ Ib. 


123¢ lb. 


223¢ lb. 


20¢ Ib. 
30% 


5% plus 
13¢ lb. 
I.R. tax 
5% 


57% 


73¢ lb. 
2¢ lb. 


4¢ lb. 
7/8¢ lb. 
125% 


10, 986 


1,073 


26,826 


159 


54,871 


69,979 
641,897 


U.S. Pre-Torquay 
Tariff Brief Description Agreement 
Para. Rate 
26 Chloral hydrates: 3s Ae exe i as are lg 20% 
27 (a) Coal-tar intermediates, .€.8........0... 000 cece ee 7¢ lb. 
plus 45% 
28 (a) Coal-tar products, not specially provided for, 
suitable for medical use... 0.0.0... ccs bee eee 7¢ lb. 
plus 45% 
28 (a) SUYFONE SEs ho A Se Ne Ee ee eee ened ae 7¢ Ib. 
plus 45% 
28 (a) Synthetic phenolic resin and all resinlike products 
prepared from any article provided for in 
paras. 27-and LOL ses ee een oe Le eee 7¢ lb. 
plus 45% 
28 (a) PV Ae sc Eh eo, ae te re ea ara 7¢ lb. 
; plus 45% 
29 CBDR ORIG Os 0 SP SS ie ees a eae cates 10¢ lb. 
31 (a) Cellulose Beene, and compounds, combinations, 
or mixtures, except of acrylic resins, not made 
into finished or party finished articles: 
Sheets, powder, flakes or waste, and blocks, 
rods, tubes, briquets, or other forms, n.e.s.| 25¢ lb. 
31(b) (1) All compounds of cellulose (except cellulose 

acetate, but including pyroxylin and other 

cellulose esters and ethers), and all compounds, 

combinations, or mixtures: 
Transparent sheets over 0-003 but not over 

05082 inches thick v3. u oe eh oi wre ye 25¢ lb. 

In blocks, sheets, rods, tubes, powder, flakes, 

_ briquets, or other forms, whether or not 
colloided, not made into finished or partly 
fimished ‘articles, (acs DR a Pea ae eg 30¢ Ib. 

31(b) (2) Smokeless powders Ae ak. iar es 60% 

34 Fish oils, n.e.s. (except shark, dog-fish, fish liver, 

cod, herring and whale oil) /........0.2....005.. 5% plus 

1-4/5¢ lb. 
I.R. tax 

34 Halibutsliver.Giere ce oe ay oN ae et. 10% 

34 Drugs of animal origin, 0.€.8...............00000- 5% 

37 Ethers and esters containing not more than 10% 

alcohol: 
thy chionide is, 20 0 eases aoe ec ee 15¢ lb. 
Hthyletchers Sho fees aise Ok Reale eete ie a4 4¢ lb. 

38 @hiorophythextract. .4 Gui ok totes oases « 15% 
40 Formaldehyde, solid or paraformaldehyde...... 8¢ lb. 
40 Formaldehyde solution or formalin.............. 12¢ |b. 
41 Ney she PM ey gaat MRR EAR nee MeN Sea 25% 
41 BBCI PLUG See aie aide hele Lae hey Rae aloes 30% 


15% 
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} 
7 46 
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46 
46 
49 
52 
52 
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: 52 
: 52 
52 
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, 63 
- 63 
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Brief Description 


Ink and ink powders, n.s.p.f.: 
Printing and lithographic..............-..+2.45 
Writitg BN OOPYINE.. . sca ce dc ee Se cals ties ve nee 


Ta Ue As fs ted Oe ole yh ae he 
Lead acetate, brown, gray or yellow........ Boone 
Lead acetate, white......... MEP y Madre ket mete: 
Lead arsenate, lead resinate..............+50-055 
Carbonate of magnesia: manufactures of......... 
SOR Oly.) Aceh tes oes ee Vpn eee tie tee ees 
Marine-animal and fish oils, n.s.p.f. (except shark 


and dogfish oil and shark-liver and dogfish 
FY VOR IE ) dake ree cians ood Salat la as URlevats 


Animal oils, n.s.p.f. inedible..............002005- 


Animal, oils and fats, n.e.s., edible.............. 


Animal fats and greases, n.s.p.f...........-..2005 
Raposood oil: Wee. Beek «gone gn ts RLM ibe 


Expressed or extracted vegetable oils, n.s.p.f..... 


Mineral earth pigments, n.s.p.f............0.00005 
Barytes ore: 

ePIC Cs face ce et ae ae RL we ene Ue Ee ate 
Se Ee ROE De Te at URE Tari y, NaNe rut 
Wenite taal oes) Se ea be Cet ee sa Pe 


Synthetic iron-oxide and iron hydroxide pig- 
sr Met 1 ORM meee bere Yor, a. Sineniee arian gat gs 


Strychnine alkaloid, sulphate, and salts, n.s.p.f. . 
Tin bichloride, tin tetrachloride, and other 
chemical compounds, mixtures, and salts, tin 
elWhed Waldetiies a abe rere loge rsa ans 


Azides, fulminates, fulminating powders and like 


; 


Pre-Torquay 
Agreement 


Rate 


10% 
10% 
10% 
15% 


2¢ Ib. 
23¢ |b. 


3¢ lb. 

2¢ lb. 

3¢ gal. 

plus 2-7 lb. 

Re tax 

20% plus 

3¢ lb. 

I.R. tax 

10% plus 

2-7¢ lb. 

TARY tax 

20% 

10% plus 

2-7¢ lb. 

I.R. tax 

6¢ gal. plus 
+¢ 1b. 

1 tax 

20% 

8¢ lb. 

6¢ lb. 

25% 

$3.50 ton 

$7.50 ton 

21¢ lb. 

2-1/10¢ lb. 


15% 
20¢ oz. 


25% 


123¢ lb. 
1¢ lb. 


Torquay 
Agreement 
Rate 


1¢ lb. 

1i¢ lb. 

13¢ lb. 

1¢ lb. 

3¢ gal. 

plus 14¢ lb. 
1, R.tax 
10% plus 
13¢ lb. 
I.R. tax 
10% nba 


1-5¢ lb 
I.R. tax 


$3.50 ton 
$6.50 ton 


i¢ lb. 
1-1/20¢ lb. 


10% 
19¢ 07. 
124% 


10¢ lb. 
1¢ lb. 
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U.S. Imports 
From Canada 
1949 


1,883 


2,899 


530 


60,429 


— 


34,379 
73,244 


108,687 
4 


242 
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Brief Description 


Pre-Torquay 
Agreement 
Rate 


Torquay 
Agreement 
Rate 


U.S. Imports 
From Canada 
1949 


a, OO ed 


201(b) 
204 
205 
207 
207 
207 


207 


207 


208 (g) 


208 (h) 
209 


212 


214 
214 
217 


301 


301 


302(d) 


EartHs, EARTHENWARE, AND GLASSWARE 
Brick, n-s.p.f., not glazed, enamelled, etc........ 
Magnesite, dead-burned or grain, and periclase.. . 
Manufactures of plaster of Paris....... Beebe veeain 
Peraspar) Crude yey ts yd ae ih toon ae pee ame ew 


BHTOa Aerie: NS. Pfeil GO ae ER 


23/40¢ lb. 


25¢ ton 
$3,50 ton 


Fluospar, containing above 97% of calcium|- 


FLUTE ER S58 LU Pe ae UN ae Sper ua 2 


Bentonite: 
Unwrought and unmanufactured............... 


Wrought: or manufacturédiac 3 ose a3 
Clays or earths artifically activated............. 
Phlogopite, waste and scrap, valued not more 

Be Bs ee GO NS A OL. Ue a 
Mita, (eround or pulverized i230 soakee int eka 


Tale, steatite, or soapstone, ground, washed, 


$5.60 ton 


75¢ ton 
$1.625 ton 
i¢ lb. plus 
30% 

15% 

15% 


powdered, or pulverized, (except toilet prepara-|° 


tions) valued not over $14 per ton.............. 
China and porcelain sanitary articles: 
Closets, bowls, lavatories, sinks, etc.: 
Plain white, not painted, colored............ 
Decorated; coloured; ete... sii ie eee 
Crushed or ground stone, n.s.p.f.........0.-00 eee 
Feldspar, ground..... Ue tee tnd oA ah ie Mae ee 
Unfilled vials and ampoules: 


Folding ‘less: than, = pint...oo Jee On 


Holding not less than } pint and not more than 1 
ORRIN shasek vei mc MInEna ater UNC Nie ave aus NU ACHR RIDIN dS Gal 


MeTALS AND MANUFACTURES OF 


Molybdenum content in excess of 2/10% contained 
in any article provided for in para. 301—addi- 
tional duty on molybdenum content........... 


Pig Iron: 
Containing not more than 0-04% phosphorus... 
Containing more than 0-04% of phosphorus.... 


Ferromanganese containing not less than 4% 
OAL DOW esi a ales ie Uk LN ah Oe eA eC e 


10% 


- 60% 
10% 


10% 
BOR 


50¢ gross 


13¢ lb. 
1¢ lb. 


75¢ ton 
75¢ ton 


11/16¢ Ib. on 
metallic 
manganese 
content 


$0.50 M 
23/60¢ lb. 
174% 
123¢ ton 
$1.75 ton 


$2,10 ton — 


377¢ ton 
814¢ ton 
$¢ lb. aver 
15% 

123% 
123% 


35% 
35% 


727% 
727% 


25¢ gross 


34 Ib. 
1¢ |b, 


35¢ Ib. 


60¢ ton 
60¢ ton 


5¢ 1b. on 
metallic 
manganese 


content 


92,873 
133,518 
519 
107,925 


361,623 


2,666 
16,941 


40,453 


83 


5,204 


206, 461 
290,379 


4,762,495 


302 (f) 


302 (i) 


302 (1) 


302 (j) 
302(k) 
302 (1) 
302(1) 


302 (1) 
302(m) 


302(n) 
302(n) 
302(n) 
302(n) 


302(n) 


302(0) 


304 


BANKING AND COMMERCE 


Brief Description 


Ferromolybdenum, molybdenum metal and 
powder, calcium molybdate, and other com- 
pounds and alloys of molybdenum............. 


Ferrosilicon, containin 
Silicon: 30% and less than 60%................ 


60% and less than 80%...............5 


b bum Se Oe ble + 6 6 ee 0 10 ee vr aliee 0 8) 2 © 


80% and less than 90%................ 


PTI TOLLE. Ml NCR eh cha treet au a ta 


Silicon aluminum and aluminum silicon.......... 
Chrome metal or chromium metal.............. 
Chromium carbide, vanadium carbide.......... 


Chromium nickel, chromium silicon and chrom- 
tr AT WANA IME re ies cans oleae 2k 


PIARSATESe CODDCIU I Ban od le ka ea ae is hin da kts 
Ferrophosphorus, ferrozirconium, zirconium ferro- 
silicon, ferroboron, ferroaluminum vanadium, 


ferromanganese vanadium, ferrosilicon vana- 
dium, and ferrosilicon aluminum vanadium... . 


PE PERTOULTTY oh. oi ek eee Manta eaten ae Lah Geet aheke 
Barium, boron, strontium, thorium, vanadium. . 
Ora Sarriatare eel ices ctc.kag er as Bh che tem Be nce 
Alloys of two or more of the metals calcium, 

titanium, barium, boron, strontium, thorium, 


TANACIUWIM ANG. ZIrCONUI sae nek peatue Bhs 


Calcium silicide (calcium silicon) and zirconium 
SOO aT os ee BR AE hase as Ae 


Alloys, n.s.p. f. used in the manufacture of steel or 
iron and containing not less than 28% of iron, 
not less than 18% aluminum, and not less than 
18% silicon, and not less than 18% manganese. 


Hollow bars and hollow drill steel: 
Valued above 5 and not above 8 cents per lb.. 


Valnod above lie li i ig in ile hi tawa aw dak 


Pre-Torquay 
Agreement 


Rate 


13¢ lb on 
manganese 
content 
plus 15% 


50¢ lb. on 
on molyb- 
denum 
content 
plus 15% 


3¢ lb. on 
silicon 
content 
2¢ lb. on 
silicon 
content 
24¢ lb. on 
silicon 
content 
8¢ lb. on 
silicon 
content 


5¢ Ib. 


25% 
25% 
25% 
25% 


25% 


25% 


123% 


a¢ lb 
plus 15% 
3¢ lb. 


plus 15% 
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U.S. Imports 
From Canada 
1949 


Torquay 
Agreement 
_ Rate 


oe | ee | Se | 


15/16¢ lb. on —- 
manganese 

content 

plus 73% 


25¢ Ib. _— 
on molyb- 

denum 

content 

plus 73% 


1¢ lb. on 

silicon 

content 

13¢ lb. on 

silicon 

content 

2¢lb.on © -— 
silicon 

content 


4¢ |b. on 12 
silicon 

content 

2h¢ Ib. iT A ee 
124% — 
121% Page pee 


18, 707 


21,867 


3¢ lb. 
plus 10% 
3¢ lb. 
plus 123% 


128 STANDING COMMITTEE 


IMPORTS INTO THE UNITED STATES OF PRINCIPAL ITEMS OF INTEREST TO CANADA 
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AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951—Continued 


Pre-Torquay: Torquay U.S. Imports 


U.S. 
Tariff Brief Description Agreement Agreement| From Canada 
Para. Rate Rate 1949 
Oe ; $ 
305 All steel or iron in the materials and articles 
enumerated or described in paragraphs 303, 
804, 307, 308312, 313, 3157 316, 317; 318;.319; 322, 
323, 324, 327 and 328 containing more than -2 
per cent molybdenum—additional duty on 
molybdenum Content 200. 2 8. eA eS 65¢ Ib. 35¢ Ib. N.A. 
316(a) Wire composed of iron, steel, or other metal, not 
specially provided for (except gold, silver, 
platinum, tungsten, or molybdenum)..../..... 15% 124% 14, 239 
316(b) |Ingots, shot, bars, sheets, wire, or other forms, 
n.s.p.f. or scrap, containing over 50% of tungsten, 
tungsten carbide, molybdenum, or molybde- 
num carbide, or combinations thereof: 
Ingots, shot, Dare, OF SCPAD eee ee coh 30% 25% oo 
sheets, wire, or other forms............... 40% 30% — 
318 Woven-wire cloth, gauze, fabric, or screen, made @ 
of any metal or alloy, not specially provided 
or: 
With meshes finer than 30 but not finer than] 3¢ sq. ft. 23¢ sq. ft. 3, O41 
90 wires to the lineal inch in warp or filling-} 12% min. 10% min. 
24% max. 20% max. 
With ineshas finer than 90 wires to the lineal 
mich Inwarp or Milling <eee ie eS ea eae 30% 25% 32 
322 Rail braces and bars for railways,..........-.-- 1/10¢ lb. 1/20¢ Ib. - 590 
ole Ne 91 OO EA Wine TENE ARAN ES S h SULUnua ge Na | ee gS Ay Yay 1/10¢ lb. 1/20¢ lb. 2,647 
326 Blatksnaith(s toole Soe Ue oe ete, aden 11/16¢ lb. 604 
327 Sadirons, tailors’ and hatters’ irons, not electric, 
andirons, plates, stone pee castings, and 
vensble Of Cast iron i... feos 10% 5% 1,166 
327 Castings or cast-iron plates, machined or ad- 
vanced, not made into articles................ 10% 5% 921 
328 Welded cylindrical furnaces, and tubes or flues : 
of plate metal, corrugated, ribbed, or rein- 
forced..... VEL es Sea GEST Pm aR Ci tae bars LR 8 25% 123% - 5,470 
328 Rigid tubes or pipes for electrical conduits... pe 30% 15% 
329 Chains of iron or steel and parts: 
Not less than $ inch in diameter.............- Alb. od Tek Ab: 492 
Less than §, not less than 5/16 inch in diameter} 1¢ lb. 3¢ 1b. 128 
331 Cut nails and spikes over 2 inches long.......... 3/10¢ lb. 2/10¢ lb. 1,799 
334 ECOL WOOL 5 eS ie oo ao SG cian ca tana eR Ma A et 10¢ lb. 5¢ lb. — 
plus 30% plus 15% 
340 Circular saws. 2.0 ay vat oa oe he 20% 10% ae’ 
341 Steel plates, stereotype plates, electrotype plates, 
half-tone plates, photogravure plates, photo- 
engraved plates and plates of other materials, 
engraved or otherwise prepared for printing, 
and plates of iron or steel engraved or fashioned 
for use in the production of designs, patterns, ojr 
impressions on glass in the process of manu- | 
facturing plate or other glass................-. 15% 124% = 
341 ithographic plates of stone or other material 
engraved, drawn, or prepared................. 15% 123% : _— 
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—= 


Brief Description 


————————————_—_—_— |———————————— ————————— — — ff | 


353 


370 


MEL TUS LIM Metres es ees Pe node re berate 
PIP iTie-DOOE NMR LOM Ss cic e skp cic ks oes «we Sem bw wee 


Tools of steel for cutting metals, n.s.p.f......... 
MLADAOTMICTS ANODE UE ees. elke han} 
Radio apparatus and parts............0¢cs0cc00. 


Sockets, attachment plugs, and switches not over 
0 amperes, cutouts, and fuses not over 30 am- 
peres, and other wiring devices such as are used 
TAEDA TEIE RIEL Nt toh ara ws ooo oid yo he af = 


Articles having as an essential feature an elec- 
trical element or device, n.s.p.f.: 


Motors, stationary, railway, vehicle, and 
SSE LOT ae es Fetlasiie ie Hd oo.s!f ces ete ies 


Parts of above named motors............... 


Internal combustion engines, carburetor type 
TEE Sigs TELS (UE REDS 2S OO ge 


Electric furnaces, heaters and ovens, and 
9“ Ra ie ae pe arava er i SAS 


Batteries, other than storage................ 


Steam boilers operating with water under 
forced circulation at least 8 times the rate of 
evaporation, etc., and parts............... 


‘Other’? machines and parts which would 
be dutiable under para. 372 if of a kind 
which could be designed to operate withb- 
out an electrical element.................. 

“Other’’ articles and parts, having as an 
essential feature an electrical element or 
PPO IOM MAA TC kh ON oc ure hate ts «ssi a tials aha 2 


Electrical goods and parts, n.s.p.f................ 


ME TORS AT ar 8s) Seat irdss ahacs a dS Ein tke aero era 


Seximoters.ahd parts s/o... 663s thease ens ins fee 


Pleasure boats, valued not more than $15,000 
each: 


Bookbinding machinery and parts............... 
Paper box machinery and parts................. 


Apparatus for generation of acetylene gas from 
calcium carbide, and parts.................4.: 


Pre-Torquay Torquay U.S. Imports 
Agreement | Agreement | From Canada 
Rate Rate 1949 
‘$2.00 per M_ | $1.00 per M 2,297 
plus 60% plus 30% 
$1.50 per M | 75¢ per M 250 
plus 50% plus 25% 
50% 25% 5,213 
15% 124% 7,599 
15% 3 121% 216,021 
35% 173% 564 
15% 124% 361,211 
15% 123% 21,765 
10% 83% 38 
15% 124% 89,790 
35% 174% 779 
15% 134% a, 
15% 132% 97,220 
15% 132 104,315 
15% 123% 22,770 
35% 25% 5, 263 
45% 423% — 
15% 74% 174, 982 
15% 74% 24,114 
15% 88% 12,595 
15% 82% 91 
25% 123% ec 
20% 124 1,807 
15% 10% 3,327 
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U.S. Imports 


U.S. Pre-Torquay Torquay 
Tariff Brief Description Agreement Agreement | From Canada ~ 
Para Chula Rate Rate "1949 
$ 
372 Carburetor type internal combustion engines 
PY 0 Ry 13a 7 ROPE Spee aM pict TOC RUaR RT RENE APR Eat, i 10% 82% 38, 512 
312 Cash resisters and: parte. (asic stents cu koe ee ve 15% 121% 21,071 
372 Compressors, air and gas, and parts............. 15% 132% 26 
372 Brewing machines and parts. ........cccececcees 15% 132% a 
372 Mining machinery and parts. ...........ee008--. 15% 132% 56, 605 
372 Machines for making paper pulp or paper, and 
18}. Hid AG) ARE ge RRLINTIE MUIETIG GUS Se 2 S04, ieee MN 15% 10% 354, 737 
372 Wrapping ‘and packaging machinery and. parts, 
TOES UN ais Gites ak pe Gln menu a We Re CRN OS 15% 132% 32, 285 
372 Sel Gans and Other Wood-working Machines and 
arts: 
Reciprocating gang-saw machines and parts..| 15% 132% 4,994 
Other saw-mill and wood-working machines 
POT TATE Sr A UN her) Ni 15% 132% 367, 590 
372 Machinery and parts, 1.€.8..0..0.0..00.. 00sec eee’ 15% 132% 1,717,480 
i 372 Cream separators, valued over $100 each...... 25% 123% - '. 29,776 
372 Printimgy machmery oi 00s6 0004 Seek one a ee By ital 25% 124% 43, 232 
ye Looms (including hand looms)................0.0% 40% 20% N.S.S. 
374 Aluminum metal and alloys, crude.............. 2¢ Ib, 13¢ lb 18, 750, 932 
380 German silver or nickel silver, unmanufactured. .|20% 10% — 
382 (a) Bronze powder not of aluminum................. 14c lb 10¢ lb 11, 670 
389 Nickel tubes or tubing: ‘ 
Not cold-rolled, cold-drawn, or cold worked...| 124% 64% — 
Cold-rolled, cold-drawn, or cold worked...:... 174% 82% os 
391 Lead-burning ores, flue dust, and mattes of all 
Pe Aon eA URE OCC Bh RS 14¢ Ib. on 2¢é 1b. on 5,313, 450 
| lead content | lead content 
392 Lead bullion or base bullion, lead in pigs and bars, | 
lead dross, reclaimed lead, scrap lead, anti- 
monial lead, antimonial scrap lead, type metal, 
Babbit metal, solder, all alloys or combina- 
tions of lead not specially provided for........ 2-1/8¢ lb. 1-1/16¢ lb. 18, 065, 627 
on lead on lead 
content content 
392 Lead in sheets, pipe, shot, glazier’s lead, and lead 
RS eS I la CU MR LA eA 2-3/8 lb. 1-5/16¢ Ib. 39,430 
on lead on lead 
content content 
393 Zinc-bearing ores of all kinds, except pyrites 
containing not:over 3% of zmeii; 20). boo. 3¢ 1b. on 3/5¢ lb. on 5,067, 452 
) : zine content | zine content 
396 Mechanics’ hand tools......... Zi Ean ACHR SR Sik wa DoD 223% _ 
397 Heating and cooking stoves, n.s.p.f., and parts...! 224% 124% 5,372 
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5S. ; ! Pre-Torquay Torquay U.S. Imports 
Tariff Brief Description Agreement Agreement | From Canada 
Para. Rate Rate 1949 
$ 
» 397 OR eh. RET Se a/R, eee aaa ae 224% 114% — 
é 393 Zine in blocks, pigs or slabs, and zinc dust....... 7/8¢ lb. on 7/10¢ lb. on 26,161,497 
a zinc content | zinc content 
. ? Woop AND MANUFACTURES OF 
: 405 PivWwood, JIOMPrae Mehl s seo. cues lke oe de aude 40% 20% *104,018 
| 405 Plywood, Birch..............4. Bede ieeicereas die Boh 20% 15% 1,921,843 
«405 Plywood, other, except birch, alder, red pine, 
Douglas fir, Parana pine, Spanish red cedar, 
okume, baboon, and except plywood with face 
ply of western or red cedar.................... 40% 20% ¥ 
i 406 Blocks or sticks, heading and stave bolts, hubs 
a for wheels, rough hewn, shaped, sawed or bored| 5% 24% 225, 313 
407 Beer barrels or kegs, empty................0005: 15%. 74% — 
407 Packing boxes and shooks, n.s.p.f..........00000- 15% 30%, 253,027 
412 Pe SACU GAM SOUL Ry ete 15% 10% 196, 790 
j 412 Broom and mop handles, not less than $ inch in 
, diameter, not less than 38 inches long.......... 15% 10% 111, 678 
; 412 PSeDee ENGAGE Lah once ea dee aisle oe ei 15% 10% 7,517 
412 Carriages, drays, trucks and other vehicles, 
TO OWE eA at ne let A Se ARs RRR a a 16-2/3% 10% 1,628 
: 412 TO INIOLOY SLICK Sie ou’ s carer lhe sb ser on sire Gali 15% 10% 23, 874 
| 412 2 Set aN al ane MO eA eT 15% 10% 2, 558 
‘ AGRICULTURAL AND FISHERY PRODUCTS 
. AND PROVISIONS 
701 Beef and mutton tallow: 
5 POs Sendai rattials «bin ia Wie eee elem Th Ee +¢ lb. plus 1/8¢ lb. plus 434 
4 14¢ lb. 2¢ 1b. 
: LR. Tax | LR. Tax 
: Se LE, Se malparon ne i hig nig GAS Raton Gaetano +¢ lb. plus 1/8¢ lb. plus 103, 524 
5; 3¢ lb. i¢ lb. 
T.R. Tax I.R. Tax 
; 702 MEME MMNET DEAVITIM,S Coo A vss wand ott Crd ane $3.00 head 75¢ head 790,000 
= 706 Meats, fresh, chilled or frozen, n.s.p.f. except 
: PRES OERAS oe 82 Ts hss Makin ede Aas eas vane 6¢ Ib.; 3¢ lb.; 7,385 
; 20% min. 10% min, 
707 Cream, fresh: 
On annual quota of 1-5 million gallons......... 20¢ gal. 15¢ gal. — 
3 Lrexcune OF NOTE <5. 6 esau a tae Soe ea wae 56-6¢ gal. 56-6¢ gal. 
4 708 (c) Malted milk and compounds or mixtures of or 
‘ substitutes for milk or cream...............06- 35% 173% 8 
710 Cheese, cheddar, not processed................:- 34¢ lb.; 3¢ lb.; 673, 856 
rf 173¢ min. 15% min. 


*Imports for plywood, other, included in figure of $104,018 shown for Douglas fir. 


87506—3 


132: STANDING COMMITTEE 


IMPORTS INTO THE UNITED STATES OF PRINCIPAL ITEMS OF INTEREST TO CA NADA 
RESPECTING WHICH CONCESSIONS WERE OBTAINED UNDER THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951—Continued 


U.S. Pre-Torquay Torquay U.S. Imports 
Tariff Brief Description Agreement Agreement | From Canada 
Para. Rate Rate 1949 
$ 
710 Cheese, not elsewhere provided for.............. 5¢ lb. | 5¢ Ib. . rt 
25% min. 20% min. 37, 269 
714 Horses, not for breeding or immediate slaughter: 
Valued not over $150 per head................. $10 head $7.50 head 149,753 
Valued’ over $150 per head... 0. oo. oe 15% 8i% 40, 397 
717 (a) Mackerel, fresh, whole or beheaded or eviscer- 
SUB OF DOL. pack vk Lah an ween ee wens 3¢ 1b. $¢ 1b. vant 64, 143 


718 (a) Sardines, not skinned or boned, but smoked be- 
fore canning, packed in oil, valued over 18 but 


Hot ever Loe 1b. A 4 VLE eI Se 20% 15% 149, 347 
718(b) Herring, in cans, not. in oil, including kippered 
SVACKSE Ue Glad tances wine eM Thiet Rice NG 124% 61% N.S.S. 
718(b) Fish cakes, balls, and puddings, canned, not in oil} 123% 63% — 2,868 
718(b) Sardines, canned, not in oil, weighing not over 8 . . 
| Goes | een as Ol pu US eee Meola 122% LOG ce 299, 256 
isch) Salmon. canned, -)o6. ee eae 25% 15% 241,388 


719(4) Herring, pickled or salted: 


In containers, not airtight, weighing not more 
than'1d Ibs.edch oS: ans Paes ee tan 15% 124% 237 


In containers, not air mene weighing more than 
45 Ups. cach. ce MCE Gs Senne 3¢ |b. $¢ lb. 7,723 


720(a) |Fish, smoked or kippered, not in oil, not canned, 
weighing not more than 15. lbs. each: 


Herring (except hard dry smoked)..... easter 1¢ lb. 3¢ 1b. 8,132 

. Other: (except salmon, herring, cod, haddock, 
hake, pollock and cusk) Pee em GR OP cos 0 aa 10% | 64% 5,389 
721(b) Razor clains, Canneds 26). 12 es pau eee ee 10% 73% 10,099 

721(b) Clam chowder, clam juice, and juice in combina- 
tion with other substances...................0. 35% 173% 1,398 

721(d) Caviar and other fish roe (except sturgeon): 

| Bovled. and eamned yy) os ses WN ee ee te: 15% 73% 8,884 
Not; boiled nor ¢anned ya.) No Ue ce 10¢ lb. 5¢ lb. | 30, 348 
724 Corn or maize: certified hybrid seed corn....... 25¢ bu. 123% bu. N.S.S. 
726 Oats  unhulled,; ground, 0. U4e se eeasiswtas ieee a 25¢/100 Ibs. | 123¢/100 lbs. 4,263 
726 Oatmeal, rolled oats, oat grits, etc...............| 10% min. 10% min. 5, 248 


40¢ max. 20¢ max. 
80¢/100 lbs. | 80¢/100 lbs. 


728 BROAN LG. 05 ee ged SR Ua PAM ae ara 30¢/100 lbs. |} 22%¢/100 Ibs. — 
728 Rye ficur-andmeal..s ak ees ees 30¢/100 Ibs. |223¢/100 Ibs. oe 
730 Mixed feeder sis. . ahr hey ie eae een Olea i 5% 23% 51,447 


730 Dog food, canned, containing grain products..... 5% 4% 40 


Brief Description 


4 
BANKING AND COMMERCE 


Pre-Torquay 


Agreement 
Rate 


Torquay 
Agreement 
Rate 
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(PORTS INTO THE UNITED STATES OF PRINCIPAL ITEMS OF INTEREST TO CANADA 
RESPECTING WHICH CONCESSIONS WERE OBTAINED UNDER THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951—Continued 


U.S. Imports 
From Canada 
1949 


| TS Si S| —-—- +++ 


Cereal breakfast foods, n.s.p.f................... 
Blueberries: 
PROS Ae CRT cede at yo tik heh vp See sine MELTS 


Otherwise prepared or preserved (not including 
in brine or dried desiccated or evaporated).... 


Sy am other than hothouse, July 1 to February 


5 4 ho We pw sls eT aevete 6 2) 0 8 o guw Wee Se 6 O46 16 OW 6 0 6 wo le nd 


Other bulbs, roots, rootstocks, etec............... 
BMD MBIT SOLE hs Taube ea fest © «xo dio pads Wd 
Vetch seed other than ane Wh Fike. b epaeeer ie 3 fee Ate: 
SPAM OW PE MON canoe Ss es elets | Mhadee ayesies dn 
RSE MP BT SENS MRE RA tn! Vhs. < yon ORs ae Fe we She vig weg 
NOMA Au AE re UE Cee aie ne 6S ies ae 
EMI RRA ITE firth heh erin oy a Bales. Wie venice 
Garden and field seeds n.s.p.f.......... ie 
Beets, fresh (other than sugar).................. 
Cnet MATS aie Leite saedehc ee a sare N Maat GAA aw acti 
Cauliflower, August 6 to October 15............. 
Radishes, September 1 to June 30................ 
EMIOUNA POTN DOK IO. wn Ses CaaS. bk cules 


Binstre, Gort) WODlocwr cain «coos sheet soda aie 


Srrrits, WINES AND OTHER BEVERAGES 


Whiskey, (except scotch and scotch type and 
Tee) InN 4907) T. 3. 6 ocd eatote coe eee 


Liquid malt, malt sirup, and fluid malt extracts, 
RIA at Petee eka SiN ES ACs EMM Mek cll cee 


Malt extract, solid or condensed i. ss ad.s fants 
Grape juice, sirup, and similar grape products: 


Containing or capable of producing less than 1% 
He ee 1a) Pay Pha Oe Pee pops RENEE ae ec) Sane EE 
Containing or capable of producing 1% or more 
SRD ROE RS inva cin canted ce bain ats atte eee 


87506—34 


10% 


10% 


174¢ cu. ft. 


$1.50 
pf. gal. 


$1.00 gal. 
60% 


70¢ gal. 


70¢ gal. 

plus $5 

p.f. gal. 

on contained 
alcohol or 
that can be 
produced 


5% 


123¢ cu. ft. 


20% 

$2 per M. 

$4.50 per M. 

727% 

1¢ Ib. - 

1¢ Ib. 
123¢ lb. 
13¢ |b. 
3¢ Ib. 

2¢ lb. 

13¢ |b. 

5% 

1i¢ lb. 


123% 
173% 
#¢ lb. 


$1.25 
pf. gal. 


50¢ gal. 
30% 


45¢ gal. 


45¢ gal. 

plus $2.50 
p.f. gal. 

on contained 
alcohol or 
that can be 
produced 


$ 
22,701 


399, 152 
862 


220,419 
1,551 
7,578 

10, 609 
29, 060 
15, 323 
43 

22, 985 
157 

4 
12,756 
27, 861 
10 
13,421 
33 

38, 234 
455, 134 


25,182,045 
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IMPORTS INTO THE UNITED STATES OF PRINCIPAL ITEMS OF INTEREST TO CANADA 
RESPECTING WHICH CONCESSIONS WERE OBTAINED UNDER THE GENERAL 


AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951—Continued 


U.S. 
Tariff Brief Description 
Para. 
TEXTILES 
912 Loom harness, healds and collets of vegetable 
La: tts Se UO SRA SIE Ro He MB Zia 2h Snir’) A Wate ATTA ey 8 
923 Manufactures of cotton, n.s.p.f.: 
1001 BAX BUPA WS OS Oh SNE SP tele WG daha ty 
FLAX GOW oc wits co eticicseie US bbe ausck Me ue ere cro enee bras 
1105 Wool wastes: 
Nous, carbonizedty: 8/5 Sees a a 
Thread or, yarnywaste sys ee Be ees 
Card or burr waste, not carbonized............ 
1107 APNE OL WOOL HS aire ili Caos Son ae uP shalt eth 
1116(a) Oriental, Axminster and other carpets, etc., not 
made on's power loon 066 Ee a ip ee a 
1203 . Thrown silk, not more advanced than singles, 
ATAMUOL OFMANZING, SEU! ys eee ea pe ny cae Ole aa 
1204 Sewing silk, twist, floss, and silk threads or yarns, 
13 Gis 5B GARDE Moa Sea MMR aE Tec CEES (EOI tra Ma Ri an 
ParER AND Books 
1402 Leather board or compressed leather, counter 
board, and solid fiber shoe board, not pro- 
CORIO ay atria ie aN RUN eG Na ee eo 
1404 Tissue and papers similar to tissue, stereotype, 
copying, condenser, carbon, bibulous, pottery, 
waxing, india and bible papers, valued not over 
15 cents pound: 
-Weighing not over 6 pound to the ream...... 
Weighing over 6 and less than 10 pounds..... 
1405 Surfaced coated paper embossed or printed other- 
wise than lithographically..........0...0.....04. 
1405 Gummed papers.: 3.00.0... 00 05.0. okay cna 
1405 eee of paper or papier mache, etc.; covered or 
ine 
With cotton or other vegetable fibre........ 
With paper ote: Poo ae tata eae 
1406 Labels and flaps printed in metal leaf........... 
1409 Hanging paper not printed, lithographed, dyed 
OT i COROLOG cid Beha etme We Lone rels Weeks aes 
1410 Printed matter not of bona fide foreign author- 
ship (except books, pamphlets, music and 
tourist literature). os CO We Ge 
1413 Pulpboard in rolls for wallboard, surface stained, 


lined or plate finished \ 2.45/o2e P ek 


1413 Ribbon fly catchers or fly ribbons of paper...... 


Pre-Torquay 
Agreement 


Rate 


% 


40% 


$1.50 ton 
3¢ |b. 


17¢ lb. 
113¢ lb. 
103 ¢ lb. 


.80¢ Ib. 


plus 20% 


15¢ sq. ft. 


223% min. 


20% 


40% 


10%-73% 


and 71%, 


43¢ lb. 
and 10% 


d¢ Ib. 


5¢ lb. 
plus 10% 
5¢ lb. 
plus 5% 
60¢ lb. - 


737% 


15% 


Torquay 
Agreement 


Rate 


30% 


75¢ ton 
#¢ Ib. 


16¢ Ib. 


10¢ lb. 
9¢ lb. 


30¢ lb. 
plus 15% 


23¢ sq. ft. 
114% min. 


10% 


207% 


127,536 


13¢ lb. 
and 5% 


ad? ot 20%, 
24¢ Ib. 
and 10% 
24¢ lb. 


U.S. Imports 
From Canada 


1949 


39, 186 


20,592 
159, 413 


958 
340,083 
26,335 


91,276 


20, 452 


349, 024 


8,731 


I || 


6, 873 


241 


23, 424 


7,525 


21,574 


1,522 


21,355 


1,344, 137 


1502 
) 1502 
1502 
1513 

1513 
«1513 
1514 
| 1517 


1527 


1530(b) 
1530(b) 
1503 (c) 
1530(e) 
1530(e) 


wa ee A 


1530(e) 


1537 (b) 
_ 1539(b) 


1539(b) 


4 1541 (a) 
1541 (a) 
‘ 1541 (a) 
4 1541 (a) 


1548 
1555 
1558 
™ 1558 
1558 
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¢ Age Pre-Torquay 
Brief Description Agreement 
Rate 
MISCELLANEOUS: 
EmerOuse GhiGMN sl oh.) edie. bs. ea iss acs tuck 10% 
Bae wkntes Gh wari. Gai elles cc oe rtev dak 15% 
Holler skates Aid DATES: 10.5 5 ceded od odie oe we 15% 
Toy games, containers, favours and souvernirs...| 70% 
Toys having a spring mechanism...:............ 70% 
Miscellaneous toys and parts................000. 0% 
Manufactures of artificial abrasives.............. 10% 
PCO RMON CRONE Es Studi h adie a biehied jos ses 30% 
Stampings, galleries, etc., of metals other than 
SOULE OE DINGMAN Re Be dots PO hide ie tes leer sk 80% 
(4) Cattle side upper leathers: grains............. 123% 
Glove and garment leather, bovine in the rough. .} 15% 
Glove and garment leather, other than bovine...| 15% 
Men’s or boys’ leather footwear n.e.8............. 20% 
Boots, shoes and other footwear, with uppers and 
soles in chief value of wool felt................ 35% 
*Includes all textile shoes, n.e.s. 
Skating boots and shoes, McKay sewed, attached 
TED ROR RAL OR hE Sie fale cs etl Wehinevan oa edi dra ou 15% 
Rubber heole-andssolem iyi kG 4k. be bos abules 234 25% 
Laminated products and manufactures having a 
synthetic resin or resinlike binder: 
SIO UE WIE MI GER Th Fhe) L LT, faced Beate mates 15¢ 
plus 25% 
Mareriactures, Weise rk a a Sols ek) Re 50¢ Ib. 
plus 40% 
Manufactures of non-laminated plastics having a 
synthetic resin or resinlike binder............. 35¢ Ib. 
plus 30% 
Organs and parts (except pipe organs)........... 40% 
PROM BI HAT EH. EH, tas o's canton be oahe hes Sex 40% 
Pind Oreave ANd DATS... ots he een Sida Vaan ved 15% 
PRY TNA yO) Ly Ly GA Seon e Cees MN etait $1 m 
plus 35% 
Peat moss, poultry and stable grade............. 50¢ ton 
PURO BSE Ps of ok oa aan kin Brahe Bila! Oe Soe Ole 73 
Brewers’ yeast, non-alcoholic.............. tens 20% 
SREM BI UCR Pe! bs kicke cc Sete circles oe dae en: 20% 
Fatty acids: 
RANMOOK OEE ie oe 8. Lites SOT ve a oe! 15% plus 
43¢ lb. 
I.R. tax 
Coteapaatid iit ps Ona ie eer te eb Fe 15% 
OVROM OS sit hey, A Aue }),4 Reon abs uce oie 15% 


Fatty acids of other vegetable, animal or fish 
1 RE Ane ety TC OE TA TT) SPRL Oe een 
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IMPORTS INTO THE UNITED STATES OF PRINCIPAL ITEMS OF INTEREST TO CANADA 
RESPECTING WHICH CONCESSIONS WERE OBTAINED UNDER THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951—Continued 


Torquay U.S. Imports 
Agreement | From Canada 
Rate 1949 
$ 

73% | 17,157 
122% 177,810 
10% 270 
50% 19 
50% — 
35% 5,089 
5% 1,154 
15% — 
40% 211,385 
10% 60, 512 
10%" 14 104, 826 
10% 70,471 
10% 262,997 
173% *17,869 
123% - 62 
124% 1,062 
74¢ |b. 81 
plus 123% * 
25¢ lb. 275 
plus 20% 
25¢ Ib. ig Es: 
plus 20% ' 
20% 295 
20% 2,222 
10% 201, 509 
50¢ m —_— 
plus 173% 
25¢ ton 890, 230 
4% 260,441 
10% — 
10% 2,261 
10% plus — 
43¢-lb. 
I.R. tax 
10% 10,579 
10% _— 
10% 40, 184 
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STANDING COMMITTEE 


IMPORTS INTO THE UNITED STATES OF PRINCIPAL ITEMS OF INTEREST TO CANADA 


RESPECTING WHICH CONCESSIONS WERE OBTAINED UNDER THE GENERAL 


AGREEMENT ON TARIFFS AND TRADE, TORQUAY, 1950-1951—Concluded 


Brief Description 


Pre-Torquay 
Agreement 


Rate 


Torquay 
Agreement 


Rate 


U.S. Imports 
From Canada 
1949 


ore ee | a | | | 


1558 


1610 


1643 
1664 


1669 


1671 
1685 


1695 
1700 
1719 
1722 
1732 


1791 


1803 (3) 


Manufactured dutiable articles, n.e.g............. 
Free List: 


Antitoxins, serums, vaccines, viruses, and bac- 
terins for therapeutic purposes................. 


Shoe machine BAG PALts =. vows ee daw ese ea 


Metallic mineral eubskances, crude such as dios- 
ses, skimmings, residues..................0.0005 


ESE Vo yeoy? (ai 1 fs cM SMM ro lecaetioesie arn, a Ss Yel A re 0 a a 


‘|Eggs of birds, fish and insects................... 


Limestone, crude, crushed, or broken, ground or 
pulverized, imported for use in the manufac- 
ture Gifertiligers 20 ae eA ey os Basan 

Horse and mules for immediate slaughter....... 

Dross or residium from burnt pyrites............ 

Vanadium or ore concentrates................... 


“Other’’ moss, seaweed and vegetable substances 


Rapeseed oil for mechanical or manufacturing 
PUPPOBES. ES ORG aa eae roe 


AL DOE ETCOTS 5 0 ied tole at TE ie a i ee ome 


Evergreen Christmas trees................0-000- 


20% 


Free 


Free 


Free 


Free plus: 
1-4/5¢1b. 


I.R. tax 


Free 


Free 
Free 
Free 
Free 
Free 


Free plus 
43¢ lb. 


LR. tax . 


Free 
Free plus 
13¢ lb. 
I.R. tax 


Free 


Free 
Free 
Free 
Free 
Free 
Free plus 
27¢ lb. 
I.R. tax 
Free 


Free 


71,679 


5,392 
87,983 


136, 068 


22,582 


56,038 
417,374 
27,601 


—— 


110,721 


1,776,782 
2,089, 238 
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TARIFF CONCESSIONS MADE BY OTHER COUNTRIES 
WHICH ARE OF INTEREST TO CANADA 


Norg:—It was not possible to use the trade statistics of the various countries 

concerned since in many cases the statistics are not yet available for 1949. 

Therefore, the statistics shown in the final column of the accompanying tables | 

are Canadian exports for 1949. Since the Canadian statistical classifications do 

not necessarily correspond exactly with the tariff classifications of the various 
countries which made concessions, the figures are only intended to be illustrative. 
In a number of cases the Canadian statistics do not separately show the trade in 
items respecting which there are tariff concessions, thus it has not been possible 
to indicate statistically the trade involved in these instances. 


—— 
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’ 


Concessions Accorded by AUSTRIA on Principal Items 4 
of Interest to Canada 


Specific rates shown in gold crowns are payable in paper schillings converted at the rate of q 
1 gold crown equals 6-96 schillings. 


Exports 


Item : ae Pre-Torquay | Agreement 
Brief Description from Canada 
(Gold 1949 
Crowns) $ 
ex 23 Seed wheat...... VIIA Pin OMe pa WUE Ses 100 kg 16 ~ 
ex 24 BEd rye. eS Re as Be ale 100 kg 10 — 
ex 25 MOE HALLOW cu scco tuo ean ceueceees 100 kg 10 _— 
ex 26 Seed ‘Oates yeas ia ee aisenume weeny 100 kg 6 _ 
ex 27 SOOM COTW oy ab ols oer Cd pee ans Conic s Free — 
39b 1 Seed potatocsi OM 100 kg 3 — 
42 CIO Ver seed soso Wdawcw Malan vue gia 100 kg 20 —_ 
43 CSTABS BEER ie csG) Sew U a Umea n ot) 100 kg 10 — 
44 Seeds, Disses a ae eee eee pel 100 kg 10 282, 159 
52 ex b Cattle for breeding; 24.005 (6 eG ena ae Ss 150 —_— 
64 ex b Driediegee i ie outer as 100 kg 40 — 
107 ex b Canned salmon and other canned fish... 100 kg 85 _— 
ex 254 Synthetic TUODER le Ces Aaa cual Peas Free 15,753 
261 Tires for road vehicles and aircraft: 
al Casings for motor vehicles.......... 100 kg 350 75, 503 
a2 Other Casings 205.6 se es a oe 100 kg 250 26, 708 
bl Tubes for motor vehicles....... -....100 kg 350 6, 798 
b2 Other tubes iis or awe rae ees 100 kg 150 _ 
275 Raw hides and’ sking). fi ee aie - Free 966, 271 
365 c2 ut DETrOsChTOMAMIM 4.46 ae Cee eee eUe tebe ee Free 277,816 
412a Aluminum, crude, old, and scrap...... 100 kg 40 — 
452 exa Carbon electrodes for manufacture of alumi-] © 
num more than 5 kg. per lineal meter....... Free — 
439b ex 1 Threshing machines weighing each 3,000 
kilograms or Mores 5.3 6a ek 100 kg 20 _ 
439c CLEAN SCPATALGTS? oP iiia eo w lige antes Lene nes Free 288 
439 d2 ex A | Reaper binders, sheaf binders......... 100 kg 45 80, 366 
439 d2 ex A |Disc harrows, seed drills, hay-tedders 100 kg 45 5,750 
439 d2 ex A|Manure_ spreaders, reaping and moving] 
machines, chaffcutters, seed cleaning 
TON Ines a es aes ine too nee eee 100 kg 45 N.8.8. 
439 d2 ex B |Parts of ploughs...) 00.0060. uea8 100 kg 30 25,012 
(Including 
ploughs) | 


ey MRR a a an ei W Raigurer tance nh RIPE La $1,763,424 


BANKING AND COMMERCE 139 


Concessions by BENELUX on Principal Items 
of Interest to Canada ~ 


. Torquay Exports 
Brief Description P oer Agreement | from Canada 
Rate to Benelux 
1949 
$ 
3 Bovine cattle for breeding purposes.............. 9% Free a 
49 ex (b) |Seed potatoes October 1 to last day of February 10% 5% — 
51 ex (a) |Beans, dried except horse beans................. Free Free 2,413 
pi PON I 5 EOS Dy Fe OTN ely a IGN gS Re ar on a Free entry Free entry 895, 533 
of 50,000 of 65,000 
tons tons 
117 ex (b) |Meat soups up to 20 per cent meat............... 30% 25% 
27, 068 
Bas OE 418) TL GIDALO BH POR BOUDS. Felines silo cc als See alee a 30% 25% 
279(b) 1. +|Artificial thermoplastic materials, including 
chemically modified rubber less than 0-75 mm. 
THICKE NIN TOUS. OF WA BUGS iat sie cease es i 20% 20% 232, 265 
375(c) 2 Rubber tire casings except bicycle............... 24% 24% 703, 949 
384(a) 2 Coniferous wood simply sawn lengthwise, less 
than 76-2 millimetres thick, 279-4 millimetres 
wide and 7-01 metres long..................0-. 3% 3% 674, 662 
(Temporarily (all sizes) 
suspended ) 
581 ex (a) 3|Stockings and socks of nylon.................4.. 24% 24% | AS a 
581 ex (b) 3|Stockings and socks of part nylon................ 24% 24% 
634 Grindstones, whetstones and polishing stones, of 
natural or artificial abrasives...............48.. 10% 8% 38, 295 
730 ex (c) | Needles for hosiery and knitting machines....... 10% 10% 3,190 
(all kinds) 
982 Fountain pens and propelling pencils.............. 18% 15% 39, 345 
TERED POT eee ta GARG oaks oe acer Cree 2,637,533 


. 


Concessions by BRAZIL on Principal Items 
of Interest to Canada 
Cruzeiro=5-8 cents 


Torquay Exports 
49 Brief Description Unit iS oe daae Agreement | from Canada 
“5 Rate to Brazil 
(Cruzeiros) 1949 
ex 234 |Oats, husked or pounded.................. Ton 742 530 N.S.S. 
716 |Zinc ingots and pigs................000000- Ton 182 120 121,384 
1157 |Cobalt oxides: 
Pais RoE kc tee RRs eee i ie KN 20-72 18-20 — 
TS ae ele AA: Ne oe a er Omer KN 8-40 7-30 
982 |Accelerators for rubber vulcanizing........ KL 3°84 3°25 N.S.8. 
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Concessions by CHILE on Principal Items 
of Interest to Canada 


Chilean Gold Peso=22-7 cents 


Torquay Exports 


sien Brief Description ire hacne, An dy a eae 
Ck ek Cee Mane ee VA> VG | Mane yam y et ice er yl 

$ 

17 Lead and alloys, containing more than 80% of} | 

lead, in ingots...... SP AAU as la tb eA a oe Free Free _ 

19 ZAG TR INGOCS ee oS ase ep Se ee me Free Free — 

ex 1209 MABE TN WATS ok. Boe a Shc bac) MbeRa ee Re Ie KG 0:20 0-10 — 
1055 Pharmaceutical PFOGUCES EG oe eRe oe ts KG 8-00 4-50 12,102 
Totals ecu e a eee ee ne eg aes * 12,102 


Concessions by CUBA on Principal Items 
of Interest to Canada 


Cuban peso= U.S. dollar 


Ny Brief Description : Pr a, hee Fa sae 
Rate to Cuba 
Sa PCS etal ROU AMET PREM. EAI SUBD AUR A a ee ae AES MRSA ABEL Ss mer ne 
$ 

156-F |Transparent cellulose sheeting, plain.......... kg. $0-175 $0-15 N.S.3. 

207-H |Radio and television sets, complete....... ad val. 34% 29-8% 97,532 

~ 207-1 Chassis for same..... rete gD ae Othe ad val. 34% 27-3% | ee 

223-A_ _=|Electric washing machines............... ad val. “ae LOGG 11-75% 458 

247-A  |Codfish and stockfish.................... 100 kg. 4-125 4-00 2,341, 409 
302-A_ = |Synthetic resins, in bulk..................... kg | 0-18 0-10 


Pistaly, (cals yee tee Tce a a ag ta oh Ss 2 alle Cc Ane 2,439, 399 
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Concessions by DENMARK on Principal Items 
of Interest to Canada 


Krone=15-4 cents 


ee SSwSs})0 090990 wTww—wrsesm_ 


Torquay Exports 
hee Brief Description P rps: Agreement | from Canada 
: “! Rate to Denmark 
Pee 
ex 4 CW Oi OSEAN Wikia. os) hn ese) Fees Sine Free Free _ 

41 exc eta ett, od ar nu Sah olde ok Free Free 260, 279 
ee G2 tC prison DIAG: Copel cle spice eee selene per kg}. 0-03 0-01 842 
ex 54 |Fish oils for manufacture of animal or human 

eos cet A GSES lye RAR EIA 6 ag UA ae Free Free 201 
139 ex g EAMG et) Phiten od vineais sues Sa ee et Free Free 54, 250 
139 ex g GT eMac EN a RE ee ne i EC a Free Free — 
ex 222 |Combines, combined with dynamos, genera- 
tors or electric Motors. .....6... 0s eee ee ees 4% Free n.3.3. 
See Oak FC nT Bee Ps wie To ahi na ex oh orca els 5% Free 3.3. 
ex 225 iParts of combines.................ceeeeee ees . 5% Free n.3.3. 
307 ex e Tomato puree, canned, weighing at least, 5 
EGE Cee es ee sa per kg. 0-40 0-20 — 
ex 54 |Whale oil, veterinary oil, cod-, herring- and ; 
aah eat Oke aS. vic tile < is wer os Free Free 97,000 
Py BAL hoes FT ee vc boa Wi dwr's cuca sce + PRR ie Melee rs gene sabe emma ss 421,572 


Concessions by DOMINICAN REPUBLIC on Principal Items 
of Interest to Canada 


Dominican $= U.S. $ 


2 nna nn 


Exports from 


i A Brief Description mipai ke icatd Agreement pet ie 
ate Republic 
$ $ 'S : 
272(c) |Electric refrigerators...........+++025ee0) ad val. 45% 35% 2,519 
ex 331(b) |Aluminum bars, sheets and wire.......-.-.-. KN 0-25 0-20 oo 
ex 331(h) |Aluminum foil............-0:e eee e eee eee ees KN 0-30 0-25 11, 668 
869 Phonogeraphs.. ov... ccc sha e ae eee ecie e's ad val. 25% 20% — 
870 Radio and television receivers .........- ad val. 25% 20% 5, 536 
ex 908 Smoked herring and alewives...........-+-: KN 0-0225 0-02 263, 226 
ex 909 Codfish, hake, pollock, cusk, haddock, dry or 
Wa Gad hoe os 5a Bi Reeds Uveitis ee KN 0-0225 0-02 501,213 
ex 910 Herring, mackerel, alewives in brine..........-.. 0-015 0-01 3,500 
ex 1009 = | Fruit, canned... 2.2.2... cece eect eens 0-12 0-10 _ 
ex 1035 Sardines, canned...,...+-++++++++sereeereee KN 0-15 0-12 51,781 
1046(b) |Tires and tubes for trucks..,..........+-- ad val. 15% 10% 68,799 


JP) ae ER et ee ee OES Cee ees PPE! ee eee GR 908 , 302 
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Concessions Accorded by FRANCE on Ce Items 
of Interest to Canada 


ean Brief Description pre LoLanay Agreement hon atale 
ate to France 
1949 
$ 
ex 69-B |Dried whole beans............. 0.0000 e eee ee eens 12% 6% 41, 666 
93 NYBERG AUG AN Cuh vies ites hu ony ai eer mame a 30% ig —_ 
94 PER ERs SU Viera Aig Wer gett, C-oteig in OiN eau Misia: DR nagrenM oN 50% 30% — 
ex 98 Hybrid ‘seed ‘corny i a tie ee ne wae aes 30% 15% N.8.8. 
Ox) -162-B 1Canned Porky) a aes acs Woe ve alee de als wet 50% 35% —_ 
ex 164 Canned: salmon 7555306 Gu ce sa Nm relat e h tet pra eth, 25% 20% — 
168-A |Maple sugar and syrup....... OS Nia baad cette 30% 20% — 
ex 195-A |Canned fruit and vegetable juices................ 18% 15% ; ee 
296 PARCHOLE OA aes SO eI SAAN ee Aah Free Free 869, 532 
fi by ante | ae 10% Free 
ORner es ae UE une ee 25% Free } 70,401 
404 Artaticial jronoxides: io.) eo ae 15% 15% 12, 235 
100-ATPoty vinyl Boetate: oe eee eee a 35% 20% =) 
700-D |Other polyviny] esters and vinylic copolymers.... 35% : 30% | 416, 854 
TOME POV SUV TORO, 20 2 ik cca er Weel ee ak Bile oe aa ones 35% 30% i) 
OR eS Narerarty tree ol Ok ua eh ae cs Oe Aen al Sais ate 22% 18%, N.8.8, 
ex 766-A |Planed props, conifers, not injected, impregnated 
pr coated iis les Nighy cate alk sural mentees eee . 10% 5% D.8.8, 
ex 784 Douglas fir veneer or plywood panels......... ee, 20% 10% — 
ex 791 eeadbind and unassembled packing cases and 
CPACER eS Gat occ ou Maram ee ek tag aiuan eta 15% 12% — 
835-1) {Grease proot papers: fis sacs es De ey ae 20% 18% N.8.8. 
S25 PL rACine Paper 2 ces ac Bares we Ue vent 25% 22% n.S.8. 
ex 830 Kraft paper or cardboard creped or crinkled...... 35% ; 25% bans 
Ox 0404s A Binder hwane 56 leh Na ee 20% 15% 934, 576 
‘ex 1057 | Printed linoleum................ ito EEO: 35% 30% 3,835 
1071-D |Men’s and boy’s work clothes................0-. 22% . 20% 12,964 
1347 Aluminum ingots, billets, pellets, and scrap waste 21% 20% 727,794 
1853—A- Alloys of aluminum, raw.) 00H ee ee os: BH) is 21% N.8.8. 
1366 | Zinc ingots, cathodes, powder and dust.......... 15% 12% 1, 164,780 
1376 Lead ingots, blocks, pigs and rods............... 10% 8% 464, 666 
1377 Lead bars, wire, and shapes...............2...5- | 20% 15% _ 
1381 Lead tubes: 
Tn) for Mphone? (8h) sis IN OR ees Le 25% 18% _ 


Other tubes and pipes...................00- wi 20% 18% ee 
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Concessions Accorded by FRANCE on Principal Items 
of Interest to Canada—Concluded 


Torquay Exports 


Brief Description Pr Seeraee Agreement | from Canada 
hs Rate to France 
> $ 
1415 Endless copper wire cloth....................4-. 20% 18% — 
1527 Automobile and motorcycle engines............. 30% 25% n.S.3. 
ex 1539 Parts for car and motorcycle engines............ 30% 25%, § 0.3.3, 
1551 Unfitted refrigerator cabauata: and ice boxes...... 30% 18% — 
4 1553 Air conditioning apparatus...................0.. 30% 18% n.S.3. 
4 1612 Machinery for paper and cardboard making...... 20% 18% 1,433,715 
i 1631-B |Sewing machine tables, furniture and parts...... 20% 16% n.S.9, 
1660-B |Bascules and sack filling weighing machinery.... 30% 20% n.S.3, 
1676 Balls and needles for bearings................... 32% 28% — 
- 1708 BLOTESA DOLEBTY DISLOR 8/25 oc cis iecles selec alk cele 25% 20% — 
‘ 1797 Passonier antomopiwtes sot eid eds eda ae et 35% 30% 55, 699 
AS C8 SRI as I A 35% 30% _ 
4 1801 Automobile and truck bodies.................... 30% 25% n.8.8. 
1802 
and 
: 1804 Automobile parts except shock absorbers......... 30% 25% 52,763 
4 Sr ter Lorie Agitke cag 950% 20% ~ 
PO MOE OF AGRA Ad ow oanleky ee che boa Seow 35% 20% — 
1960 PPR AMIR ESC UMANRIAR A ahd oa a ox cliicie eccktrobavac 50% 35% — 
3 1961 Pagnting or drawing brushes..................... 50% 30% — 
4 Potala iawn. °, eh Ramee e Crbeiyd dageabin ivi vs Sepa) 4 5,761,480 


ARR coat Ee RE le RE BEY OS Se ME AR TTA COR LOWERED Nor EIN SG ABRs le ANCOR ei AAU A Mi YAN Nth” 

| * No change in rate but the note negotiated at Geneva has been amended. The Geneva Agreement 
_ provided that the resale price of wheat imported by the Government Agency, exclusive of internal taxes 
_ and expense of distribution, shall not exceed by more than 15% the average landed cost, duty paid, of 

__ wheat imported during the previous quarter. Under the Torquay Agreement the average price to be 

_ considered in this regard is that of the previous harvest year instead of the previous quarter and it is 
_ provided further that it shall not be obligatory to reduce, during the course of a harvest year, the internal 
, sale price of imported wheat by more than 20% of the internal sale price of the previous harvest. 

z 

ie 
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Concessions Accorded by FRENCH OVERSEAS TERRITORIES 
on Principal Items of Interest to Canada 


f) Torquay Exports 
eee Brief Description Pre aeraney Agreement from 
; | Rate Canada 
sirad 
GUADELOUPE AND DEPENDENCIES 
ex 25-A |Herring, salted, dried, smoked, kippers.......... 380% 20% — 
MARTINIQUE 
ex 25-A |Herring, salted, dried, smoked, kippers.......... 30% 20% pai 28 Mer 
ex 25-B_ |Codfish and halibut fillets........0.....0...00... 35% 10% 24,114 
FRENCH GUIANA | 
ex 25-A |Herring, salted, dried, smoked, kippers.......... 30% 20% 79 
REUNION 
ex 25-A |Herring, salted, dried, smoked, kippers.......... 30% 20% N.A. 
Totals ce We tigate etcetera NCU, es Rata fe stk NR 24,193 
Concessions by GERMANY on Principal Items 
of Interest to Canada 
Deutsche mark (D.M.) equals 25+3 cents 
Torquay Exports 
Item Brief Description Pre-Torquay | Agreement Canada to 
No. Rate Rate Germany 
1949 
; $ 
01-02 Cattle‘for breeding: .3y 064 ek) Fleer ee: Free Free — 
02-01A ex 1 |Horse meat, fresh, chilled or frozen: ...). 38- 25% 20% — 
02:06 ex C Ba GOm i Ce ree No: oan ck etn 30% 26% 1,019 
(includes 
hams, 
shoulders, 
sides) 
03-01A1 Salmon; fresh or {rOzen cas sosasan is Bite 12% — 
03-01A ex 3 |Eels fresh or frozen: 

November 1 to April 30... o00.20.3...050- 10% 5% _ 

May 1. to-October:g Lis iiginn Weave sarees 10% 10% — 
03-02A ex 1  {Salmon, salted or dried................0.4- 12% 3% — 
02:02A ex1_ |Fish roes, salted or dried.................. 12% Free 5, 558 
03:02B ex 2 |Salmon, smoked..... SEIS, emo ate et aR CO 20% 18% — 
04-02 ex B Milk (Powder) ee eG Ce eee eae vane 25% 20% 202,453 

ex 04-04 Cheese, including cheddar but no other 

hard :cheesee:<. ji /iaceoke sate eels 30% 25% — 
04-06 Honey for manufacture of ginger bread in 


industrial plants 123% os Sey can eee ei es Free Free oo 
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Concessions by GERMANY on Principal Items 
of Interest to Canada—Continued 
; Torquay Exports 
ae Brief Description apt eth Agreement Canada to 
Rate Germany 
1949 
$ 
ex 05-04 ARMRAPIARIN OS eis vucoay ye cv Paes 5% Free _ 
07:05 O 1 PRRBTWOOESAODICIN GG 5c 5s Vu wleretele deep eee ce 10% 10% 28,575 
08-06 A 2 Apples, fresh: 
August 16 to November 30.............. 25% 25% -—- 
But not less than per 100 kg........... — 6 D.M. 
DMeranm ber) to March 15. 5 ee ou 25% 20% _ 
But not less than per 100 kg........... —_ 6 D.M. 
NIGP 1G SO AMUSED, os els ies eee kod 25% 10% —_ 
But not less than per 100 kg........... -— 3 D.M. 
08-12 A Dried applies and pears................0. 10% 10% — 
10-01 Wineat, Guelt G00 MORIN Ng ik eee ese 20% 20% 1,057,193 
10-05 EE I ye ee oes gg, AEE Ay RL AM se PR Free Free — 
11-0lex A WUT LOUIE Mette A eatin het stele olauetoms Rate on wheat| Rate on wheat 
plus 15% plus 13% _ 1,587 747 
12-01 F ie GRR dE eile) Sea OA, ee eS SR Free Free 285, 638 
12-01 G WL GAULLE BORO itis ts ete hy gis wae Ae Take wend Free Free — 
12:03 Bl BBV brs ea ete esd se Peace aldo Rege 10% 2% 1,068, 764 
12-03 B 2 Taiger ne: BOOM Aisi estes aed be e EP ey 10% 5% — 
12.03 Bex 3 |Other grass and clover seeds: 
White eloverseed cs. <i... ed sle ad wovesley 15% 2% 258, 002 
Fa PPAR DEC ae acl ace oe Oe si epee ha 15% 10% — 
Mendow @rise SCG viii hg ol eee oo 15% 5% —_ 
15-02 MAOH sG HEE INN Wi. co ets asda sg hese oee hae 12% Free 13,793 
(ineludes 
all tallow) 
15-04 Fats and oils of fish and marine animals: 
A. Cod liver oil: 
REC NB. hte her Gos side en eat are 10% 5% a 
2 Refined: - 
Mechanically refined............. 20% 10% — 
Other, including pharmaceutical. 20% 15% 2,850 
SN PA St RS Tipe da fees ite BARR e Cus = ear Free Free — 
ex B. Other fish oils crude or refined...... Free Free 634, 468 
Beet A ee) 1 LmMseed OL, GUC, 6. ove neweewe tne ate ol ten 8% 6% 2,611,889 
16-01 B Canned sausage, other than liver.......... 25% 22% -- 
16.01 A 2 Canned meats, other than liver........... 25% 22% 539, 217 
16.03 A Meat extracts in containers weighing gross 
25 kilos or more........---.++s++enseees 2 Get 8% — 
16.04 C la Canned s&lz00n, 6s js. dears ee eee none) 30% 25% _ 
16-04 ex E Canned herring, not over 16 centimetres in 
Fane As. oe coe Sa oe ae» Lape eR as 30% 20% 1,796 
ex 16.05 Carmel POTIGOEES. «os cwk bo care. Pen cians Rees 40% 30% — 
20-07 AS ORR MEY HUROEG sok erat alee es Pee Sees 15% 10% —- 
e 23,01 A WiMirrmmaleercrk Shh oC titin kk ane ea cong 10% Free _ 
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Concessions by GERMANY on Principal Items 
of Interest to Canada—Concluded 


Torquay | Exports 
tee Brief Description Jig yee! Agreement Canada to 
= : Rate Germany 
1949 
$ 
23-02 Bran, sharps and similar milling products. . 30% 18% _ 
23-04 Oil cake and similar residues.............. 10% Free 458, 576 
‘ex 23-07 Condensed stickwater............cceeceeee 25% 5% — 
25:26 Mica, split or not in irregular slabs and mica 
WES hwy eit Cana sae CeO Rte ud yy Free Free — 
25.31 A Feldspar: 
1 21, Oye bs NR HUNGER On NE ROME is SAWS at AAU Ak Free Free — 
DIP GWOCTAG Ty, Wale see Cie a omer ee 5% 5% — 
25-31 B PIVOSDER ee a ane Se Weaning eee Gea 5% 5% —_— 
28:02 F 1 Carbon black and acetylene black......... 159% 3 15% 1,565 
28-33 C Artificial corundum. 6a oie eh cca teen 15% 15% — 
ex 32-12 . PearliOsSenGe i Cees carat a ak Cas 25% 20% — 
39-02 C Polystyrene........... ORIN CL LE hee eed 20% 20% 25,905 
(includes all 
synthetic 
resins) ° 
40-11 B inner tabes for tires, sys sae yee ee 80% 30% 6,370 
40.11 D Pine GUsineay Wo ee din Rao Lens Lv ern 35% 30% 65, 069 
43-01 ex C Fur skins, raw, other than of Persian lamb, 
SK Or Marten ye oa a aera Free Free —_— 
44-04 Aex2 |Pit props, coniferous.................0055. Free Free — 
44-06 A -.. |Sawn boards, coniferous.................5. 5% | 5% 4,969 
44-08 ex B Railway sleepers, not impregnated, conifer- 
ous, more than 3 metres long, 30 centi- 
metres wide and 18 centimetres thick... Free Free — 
44-20 Blal Biren’ PIV WOO Foie ed sleek re be ea leet nes 12% 12% — 
44-20 Bla Plywood of beech, alder or coniferous wood 
ex 2 PXCONE PIM en ti ei an neg? 20% 20% — 
24°20 D2 Di BOX SHOOKS: fos. blGa Vis celeb iatonin se cea 18% 15% — 
47-01 B2 Chemical wood pulp: 
a. Unbleached: 
TL Solph abe gic ee ei ne ene 138% 2% 1,745, 180 
EOP as Oe haa ant ee eanh 13% 9% -— 
Ts ENGR HOR yo srrd wien thc Melati eae lie 13% 7% 3,349,479 
if Bcc 3.1 WER Cea ADL Ts, ULE TN ARM. BM {ND Teco ET AD NYU UNC OO 12,956, 075 


SP TT EE ES SS ES ST aS a SI PE I I a SR 
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Concessions by GREECE on Principal Items 
of Interest to Canada 
-_- Duties are expressed in metallic drachmae, but for purposes of assessing 


import duties they are converted into paper drachmae by means of a “coefficient 
_ of inerease”’ which varies according to commodity. There is an additional coeffi- 
cient applicable to all commodities alike which at present equals 225. At the 
present rate of exchange, one U.S. dollar eee 15,000 paper drachmae including 
i Be shee certificates. 


: J Torquay Exports 
io Brief Description gore Pre haa Agreement | from Canada 
Rate to Greece 
| 1949 
$ 
9a PENSE sy OE rol id ck iuacaiwlcs Nin per 100 kg. 11 6 6 \ ess 
9b Broad beans, vetch........... eee | per 100 kg. 15 5 4 J 
9c RU IONe Wea TAL Bey hoe Ses bidity. per 100 kg. 15 6 5 — 
98 ex blChaff-cutters...............0000-. per 100 kg. 25 5 5 N.S.S 
123c Aluminum in thin leaves for labels,| 
bottle caps or wrapping......... per 100 kg. 20 50 50 — 
IPE uctes Matin eee reat oa ssid o's oh ary 8 es So #6 + «Lo ncape nao eee are Wie RRR aig eae hone 181,373 
Concessions by HAITI on Principal Items 
of Interest to Canada ~ 
Gourde = 21-3¢ 
Torquay | Exports from 
oy Brief Description P See Agreement | Canada to 
o Ste Rate Haiti 
ae 
eNO ORE IU VOT DAL ot caval Fe had wale bb ela Piates Me ebetae 0-15 Gourde | 0-10 Gourde — 
per kilo. per kilo. 
net net 
Meetaots. (Fish: in brine:.2..3.. 0201S ee eee eee 20% ad val. 20% ad val. 199, 240 
or 0-17 or 0-17 
Gourde Gourde 
per kilo. per kilo. 
gross gross* 
Ee ORR Wisi coccuis Bowed cass Ne ee Le ae cee ewasaed Cea x Mak Gh het aed 199, 240 


* The specific duty will be applied on the weight of the fish plus the weight of the outside container 

- but excluding the brine, provided the exporting country furnishes a certificate of weight as defined in 

5 this note satisfactory to ‘the Customs authority of Haiti (previously the weight of the brine was included 
in the dutiable weight). 


87506—4 
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Concessions by INDIA on Principal Items 
of Interest to Canada 


Torquay Exports from: 


_ | Brief Description eee Agreement Canada to 
Rate India 
el SAS IED ACY IBERIA, MNEs Ae PNR PSSST AG COUR ILE Meee bin aie RS Vane aren 
OX. BA) i LADIES, TPOSE ie ou ea Tite Mal CE TAN ad val 30% be a 
ex 10 Maize....... ENE VAIN sk SGN CANS UaN NY TINA Fc ils Free . Free 75 
15(5) |Fish oil and whale oil, hardened and hydro- 
MONACO ia), Sia Saucier dats ates tone per cwt.| 10 rupees 8 rupees —_— 
ex 19 Milk foods for infants, canned or bottled. .ad val 30% : 25% (oni aaah 
preparations, 
Nn.O.p.) 
ex 19 Oatmeal, canned or bottled............... ad val 30% 25% 769 
ex 26 Copper ore........ Bei Lh 1 SE ne Free Free — 
AG) Moog PR ah Le a VO NOR eal 8 eit ad val 20% 15% 11,338 
ex 58(2) |High pressure jointings, mainly of asbestos.ad val 30% 25% 6,011 
POA ec PR EON US eo CSOD Raa diay CMe U Ca Utoaetlen WIE I na! 80, 965 


* Fresh apples shall be exempt from ordinary most-favoured-nation customs duties which exceed the 
Saas rate in the case of such products of British Colonial origin (the present rate on which is 24% 
ad val). We 


Concessions by INDONESIA on Principal Items 
of Interest to Canada 


u) Torquay Exports . 
Item Brief Description Pre-Torquay Agreement | from Canada 
No. Rate ; 
Rate to Indonesia 
1949 
$ 
ex 245 Timber, sawn, of coniferous wood............... Free Free ~— 
ex 307 Unglazed wrapping paper, weighing 70 to 90 
grammes per square metre, for the manufacture 
OL: DACKINE WARE ee UU EON Pacis ata ptt 18% 9% —— 
OO Dy. TIA NCE COOMBS eis cies ead sO ANS eL MA Maia Mara 9% 9% — 
TCM DGG Beg 0 6) 0 gr heap lag os i ge 9% 9% 1,590 
ex 726 Metal and wood working machines.............. 9% 9% 9, 002 
727 ‘Aoricultural iaplements i206 Gy ey ope eras Wass 9% 9% —_ 
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Concessions by ITALY on Principal Items 
of Interest to Canada 


aay Brief Description a aes fr tea! ben Cesnda 
Rate to Italy 
(SSE E VIR SREEREARRIR Fo EA asst EMER TE OTS PT AORN OR HOF RAL D'S EACTO-. KETC ORO oe rt auay he 
$ 
3 exd |Cattle without pedigree but of pure breed for 
dairying or breeding purposes............... 35% Free 208 , 595 
29a Concentrated milk and cream not sweetened.... 25% 18% 387,911 
Re rs PA PORE HUI Ee eg totem hash soak aces 2 Vee A ae 15% 10% = 
BOG @ Ps OLDG? POABPUTIOU yh. ba sd aha bcc eeielas ne ole tes 5% 5% — 
95a SSEIGU, MUIIION ie de aR ek eye's Oe dd 35% 30% — 
as tee oc ok Ni Pe net lS ea 35% 30% ws 
Oe. OF D- Parlay for wishtinie. fy as de hiicais dee 10% 10% — 
(on an annual | (on an annual 
| Teese | Tae 
z quintals) quintals) 
] 6 RIBES Sh, se rsd tee Us Rae owl bra it AN Gad weal ang 30% 25% — 
TEAR FAT MEN HP Et 0) 2 25% 20% i 
diem Oxo Canned. baked Dean. .06. ae one 25% 18% — 
, 206 Bran, sharps and other similar residues......... 20% 15% 16 
q Bim Ntin Weian Paes Viet. 2 a2 ocsan oda qiet 25% 22% 30, 629 
: SAGE DH OGIO DIO woe a Dba sits sh wh eae naa 15% 10% 732 
509a PURE GIG PA) OR ek in oh vin @ invests rae Oa Free | Free 615, 863 
953e ex 1 |Worked anodes for nickelling.............,.... 22% 12% — 
1031 ex d |Liquid fuel pressure lamps and parts,.......... 20% 15% a 
ex 1079 Disc ploughs and other ploughs............... 20% 18% 
ex 1080 Dise ploughs with seeder attachments......... 20% 18% | 4 
1182a Carbon electrodes............ bP et ep Ta hg 15% 138% 
Wistshs te ce ACE «kee IU A hed od bee aie Late A ee ae | 1, 252, 804 


—87506—44 MSR SALA ae 1 
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Concessions Accorded by KOREA on Principal Items 
of Interest to Canada 


es Brief Description sige tea oe grow Canad’ 
Rate to Korea 
$ 
73 Arnmoniunm nitrate. oes) oy... 8 tues pause eo os 8 Free Free 
74 Ammonium sulphate, other than refined........ Free . Free 
ex 77 Superphosphate and other unspecified chemical ata 
POR UUBET Sits Se Na A et AN ae ese Free Free ? 
MIS ANT NV MEAG TOUR Sails s1oe We es SR en a A | 10% ad val. 5% ad val. a 
420B  |Tinned hams and other canned meat............ 40% ad val.| 30% ad val. — | 
aod Canned mith lie se ...-| 25% ad val.} 10% ad val. — 
701 Newsprint PAPER ceisec GEC IRM Rice hy 10% ad val. 5% ad val. ' 2,389 
741 — Printed. books, periodicals, catalogues........... Free Free 20 
ex 937 . Gilever' and ‘grass seeds... a ka eS ea 15% ad val.| 10% ad val. — 
Total aire ESE Oe es 179,747 
Concessions by NORWAY on Principal Items 
of Interest to Canada 
1 kr.=15¢ Canadian 
ae ai | Brief Description Bee uay yeas ne 
Rate to Norway 
(Crowns) 1949 
$ 
ex 1 SN COLIC ee aly hcg ar A ae RES IW cai nee one Free Free — 
ex 212 Oib.cake'and oil cake meals ions Gece renes olor, Free 3 Free — 
217a |Fresh apples August 1 to February 15....per keg. 0-80 0-50 co ceo 
218b |Fresh apples February 16 to March 15....per kg. 0:40 0-40 —_ 
220 Fresh pears August 1 to January 15........ per kg. 0-80 0-60 — 
221 Fresh pears January 16 to July 31........ per kg.| . 0-20 0-20 — 
ex 238 POVIPGGADPIES CE Wonks WE HnatCe CMR a NE per kg. 0-60 0-50 a 
ex 254 Alfalfa lucerne and sunflower seeds............. Free Free 21,555 
ex 538 Mowing MIA CHIME ss: MWAH Ed heparin aua ten ait Gel ce 10% 10% 5, 336 
ex 937 Houslae fir ply woody eae es per kg. 0-12 0-12 ; 48 
ex 1025 Ethylene glycol....... a ey aplenty WLS sae 1 30% 15% N.A. 


FRO GAL Sea te ae eee Cn Rea tes fg 26, 939 


Brief Description 
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Concessions by PERU on Principal Items 
of Interest to Canada 


Sol=7-2 cents 


_ SE | SE |  _ r—S-—-—————- 


Whole powdered milk................... 
Partially akimmed mike. Fie 


Whole powdered milk in bulk for indus- 
TEAL UBC Eee oe LPT a eae osu Os 


Snioked' herrings... 3.0. PS Te. 
Fish, dried and salted (klipp fish)...... 
Crushed or rolled oats in bulk.......... ", 
Crushed or rolled Date, Packed -s.5800. 
PM ANG nce da OED. Us Seb ee 
Preserved peaches and pears............ 
Canned asparagus.:............ ge OE A 
POA LOES, DCSE VEE 5 eek 
Powders or pastes for preparing soups.... 
Liquid vegetable soups.................. 
Cree eM LORE Fis, ok tc! ab 5 
NPs en DOGSTER AS, ooo Gol on 


PACPRAIN EN OMPAIIITE vt, oie 97 tu. Voy ecto boa 


— 


RMON PAPO! 87 Uhe hic: Us <4 ead oath 
Paints with metallic pigments, of bronze 
Cer rere Aes ty had Re eS rid aby bite 


Transmission belts of rubber............ 


eee: FATED NY Ses Lore te PRL ae GEE 
Douglas fir, spruce, beech, poplar, 


squared in beams, planks, and sawn in 
benriaend laths. 2.0; 92.5 ob. eel 


White pine, yellow pine, red pine and 
pitch pine, as above..........4......5. 


Mechanical wood pulp................... 


Chemical wood pulp, bleached.......... 


MGA TTT COUR Pim ee che eae ee AE Coie el Ret seals 


Chemical wood pulp, unbleached........ ’ 


PP AE ON a) ta th ins. 8 ee wt ey « sok vere Bhs 


Pre- Torquay | Exports from 
Unit Torquay Agreement anada 
Rate Rate to Peru 
(Soles) (Soles) “oe 
KG 0-01 Free — 
KG 0-02 Free 26, 992 
KG 0-10 0-10 
KG 1-00 0-50. _ 
KG 0-50 0-50 — 
KG 0-04 0-04 
113, 260 
KG 0-06 0-04 ' 
KG 0-02 Free —" 
KG 0-70 0-15 — 
KG 1.00 0-50 — 
KG 0-40 0-40 — 
KG 1-50 0-80: — 
KG 0-80 0-40 —- 
Litre 20-00 20-00 1,445 
Litre 20-00 20-00 8, 245 
Free Free -— 
BG 0-12 0-12 66, 211 
(soda and 
sodium 
compounds) 
KG 0-06 0-06 106, 586 
(calcium 
compounds) 
KG 5-00 4-00 n.S.S. 
KG 0-20 0-20 13,361 
(plus surtax of| 200% of duty) 
KG 0-02 0-02 —_ 
sq. 0:17 0-17* 274, 286 
metre 
sq. 0-22 0-22* 
metre aes 
Binh tutus ae 0-02 — 
KG 0-04 0-04 — 
KG 0-03 0-03 24,714 
Free Free 359, 809 
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Concessions by PERU on Principal Items 


of Interest to Canada—Continued 


Brief Description 


- Unit 


Pre-Torquay 
Rate 


Torquay 
Agreement 
Rate 


Exports from 
Canada to 
Peru 


| a i | | ee 


ex 


Cigarette waper 2) 0 Cia AG Ee ec we ee 
Transparent paper called ‘‘Cellophane’’. . 


Calf skins, whether or not dyed or var- 
nished 


ele 0 Ge.  'e wiley el eie le 6 eliele eC ie ee degee le loleiede. # 


iS(8 FAG AN ER S 'e th OMIM Mb SDAIN cig real a De LIOR COS See 
same, Over 40 grams: 00 oy a Oe 
Oilcloth for table covers............-... 
Grinding wheels, natural or artificial... . 
Asbestos sheets, plates, ete............. 
Ferro-alloys, in raw state... Cay 
Steel bars for mining drills.............. 
Bars of iron or steel alloys.............. 


Bars of iron or steel, rectangular, for tools 
and springs....... REAL WARES HS HE 


Tronror'steel’ wane aie hae cies 


Tron or steel tubes for manufacture of bed- 
SECA ROHN aii Wate RAUNT DALIT ola i an 


Pipes iron or steel, including unions up to 2 
inches interior diameter............... 


Same, over D inehes. oe. ou oa oy, 
Copper wire, bare, over } mm in diameter 
Cables and cordage of copper wire....... 


Copper tubing, with walls 1 mm or more 
in: Cie knea yO ibe eR I en By aan 


Aluminum plates or sheets over } mm in 
PECK OBS i clea NA as i a 


Aluminum bars, rods and wire.......... 
Aluminum ‘powders 0206) sin es ope a 


Zinc sheets, bands, strips up to 3 mm in 
PATO RTOS. ONE) Sak ON En tear a 


Same, more: than ti mmo... ee ee 
Iron or steel wire cloth.................. 


Nails and brads of iron or steel, up to 15 
GY 32 Ra C631) ae SM CUR ean UO Mp ot 


Same, 15+25/anm Jong). 85 or eee, 
Nails and brads, upholsters.............: 


Horse shoe nates. 800. SOR a Lion 


KG 


KG: 


KG 
KG 


(Soles) 
1.50 
2-00 


20-00 


180-00 
110-00 
2-00 
0-20 
0-15 
0-06 
0-05 
0-18 


0-08 
0-06 
0-10 


(Soles) 
* 1-00 
1-80 


20-00 


162-00 

110-00 
2-00 

0-20 
0-15 
0-06 
0-05 
0-18 


0-08 
0-06 
0-08 


0-10 
0-08 
0-30 
0-40 


0-70 


0-60 
0-80 
1.50 


0.30 | 
0.20 
0.05 


0.60 
0.40 
2.00 
0.30 


5,529 


92,055 


5, 200 
65, 493 


11,557 


n.s.s. 


13, 387 
(zine 
manufactures) 


3,488 


9,370 
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Concessions by PERU on Principal Items 
of Interest to Canada—Continued 


ere a a a SR RE LR RI ELE A EN TSR AT AT SES STENT TT TCE 


Torquay Exports from 


Item : ne . Pre-Torqua 
Brief Description Unit quay | Agreement anada 
No. é Rate Rate to Peru 
( Soles) (Soles) wy 
2547 |Tools and instruments, n.s.m. for arts and 
Oe era it ANT ae ae KG 0.60 0.60 17, 400 
2707. +|Aluminum household articles........... KG 5.00 5.00 a 
2716 |Aluminum furniture.................0005 KG 6.00 4.00 22,760 
(aluminum 
mfg. n.o.p.) 
2741 |Lamps, non-electric... .......5......5...: KG 1.20 1.20 15, 554 
2773 |Animal-drawn ploughs..... vee ST AE, INP ae Free Free 
2774 +|Agricultural machines for preparation of 
Mle ice Vb. cAnum we aiietis eee KG 0.02 0.02 112,004 
2775 ~|Agricultural machines for harvesting and | 
we dey cc) Mfg yA ath ie 1S pea rare KG 0.02 0.02 
2791 \Bleetric refrigerators:...)..)/. 0.6. 266+. .6. KG 0.80 0.80 
40 
2792 |Same, with porcelain or faience exterior..| KG 1.20 1.00 
2796 |Washing machines, floor polishers and 
other cleaning machines............... KG 0.60 0.60 1,621 
2822 {Metal working machines................ KG 0.08 0.08 1,560 
2823 |Wood working machines...............- KG 0.08 0.08 5, 236 
wased. (Mining Machinery 0s. oe ee oa KG 0.02 0.02 
142,715 
2828 Oil well drilling machinery.............. KG 0.02 0.02 
2855  |Electric motors over 50 H.P............. KG 0.04 0.04 
eee Net ae ei LN Id Sgn Ra KG 0.06 0.06 
“ 22,307 
Zeov isame, 1-25 H:P.. 20.5...) eR I ass Natta KG 0.10 0.10 
gp ESE Tet SS I IA SRO Sea KG 0.60 0.60 
2867 |Accumulators for miners...............- KG 0.25 0.25 
meen Tiewuoclle Ss. Cro oa. PA OLAS, 0.60 0.60 
2869 |Accumulators, with lead plates, weighing 
SCENES CD er aN ae eae Pa Oe KG 0.80 0.80 3, 088 
2870 |Same, over 30 kgs............000000ee ees KG 0.20 0.20 | | 
2871 Plates, boxes and separators for accumu- 
WOrS. or. Ge a) On Ree Ee oe KG 0.40 0.40 
aeea +i Telephone apparatus... «. ion. eee. KG 6.00 7 6.00 2,624 
2886 | Radio and television receiving apparatus. ‘KG 5.00 4.00 890 
2891 |Copper wire and cable, up to 3 mm in 
diameter of metallic section, covered 
except with lead or silk ................ KG 0.80 0.80 
2892 |Same, lead covered......... SOP eb aaa KG 0.20 0.20 
2893 Copper wire and cable, over 3 mm in 
diameter of metallic section, covered See item 2392 
except with lead or silk................ KG 0.20 0.20 ' 


2894 Same, léad oOVered. .. oes cen soe ot KG 0.12 0.12 


Exports from 
Canada 
to Peru 
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Concessions by PERU on Principal Items 
of Interest to Canada—Concluded 
Item Brief. Desckinti Unit Pre-Torquay es, 
No rie aa ion ni Rate 7 Bre erat 
te | Re, ee URSIN "Boles e  icRolesy cle ae 
2918 |Electric meters and parts..:.............| KG 1.50 1.50 
Zyo9. AKileotrie insulators 4.205)... salts os a KG 0.30 0.20 
° 2940 |Same, for high tension lines............. KG 0.15 0.12 
2956 | Aericultural tractors: ow. wl ok eee KG 0.02 0.02 
2958/63 Passenger automobiles...............++. ad val. | 4% to 12% | 4% to 12% 
OOO LEMS hues. Usa hie so melas ch olaedene ee KG 0.05 0.05 
2975 AtOMmODIUSG parts: fa wes es Ce ae KG 0.60 0.50 
ex 3034. *. | Gertified-seed potatoes. . |. cPyuule! Ket te os oe Free Free 
3103 {Spectacles and sun-glasses, ordinary...... Doz 6.00 4.80 
3168  |Phonographs, Sleseae Wi oat ape ee Nae Na KC TL;-00:: 11.00 
3313 | Artificial plastics, in sheets..............|' KL 16.00 12.00 
3314 |Artificial plastics, in ribbons............ KL 16.00 12.00 


ex 


ex 


ex 


ex 


sg Brief Description 
5 Incandescent mantles for lamps.................. 
34(c) |Gauze, cloths and screening of iron wire.......... 
4/(e) st inanlated: copper swine: .! Ges Aa War Ue en so 
(e) |Gauze, cloths and screenings of copper wire...... 
48(b) |Incandescent lamps of pressure type for liquid fuel 
eh copperor alloys. Roly Pan Te a 
78(a) |Proprietary and pio We medicines with less than 
TAT alcohol ui ei Ye ays aan EO ear aanen ihe OR Se 
79(b) |Sugar of milk (lactose) not otherwise provided for 
150 Cigarette paper, printed or not.. Bate dey AED ery ee 


*Subject to right to increase to 0-24 


The Peruvian tariff provides for a surtax on all items including those mentioned above. 
items this tax is 12}% ad valorem and is bound against increase for all items in the Peruvian schedule. 


Concessions by the PHILIPPINES on Principal 
Items of Interest to Canada ~ 


Pre-Torquay 


Agreement 
Rate 


25% 
20% 
10% 
20% 


25% 


50% 
30% 
15% 


Torquay 


Agreement 


Rate 


for) 
aI 
or 
ET Ra ES ee ea ON TN eA ee aT 


6, 900 
1,692,813 
On most ’ 

. 

E) 

3 

a 

; q 

q 

q 

Exports ¥ 
from Canada $ 
to the * 
Philippines q 
1949 
$ 4 

: 

1.8.8. 
vs 

26,096 
a5 8 

1,041 

a 
3 
nse | 
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Concessions by the PHILIPPINES on Principal Items 
of Interest to Canada—Concluded 
Pre-Torquay| Torquay Exports 
tig Brief Description Agreement | Agreement from Canada 
Oo. : to the 
Rate Rate Pas! 
Philippines 
1949 
$ 
ex 155(a) |Douglas fir, pacific coast hemlock, western red 
cedar, Sitka spruce, white fir and white pine: 
PY GaN GEIR CE Ci, oe PAs or aa re good $1.50 $1.00 aad 
cu. m cu. m — 
En PORTIA BAWRPRDULGT. fii. eee sho ah oe ee $2.00 $1.50 
cu.m cu. m 
ee toa) Ordinary Live Gatco ie ee i hilys de. one gal «ve Wie $7-00 $6.00 — 
: each each 
ex 190(c) |Radio apparatus and parts..................6.0.. 30% 20% 150, 709° 
(b) |Electric lighting fixtures, automatic torches, dry 
ghidvers, TOIFONS, COOKETB.. bods ele eae cs 25% 20% 1,992 
ex Era TR ELOLICN s Mitek: gcd Petes wiles Mies Mla pial svete 15% 10% —- 
ex 191(a) |Agricultural implements and machinery and parts 
GE TRON BEOOLOL WOU Ye aii i's Crabs a od edhe uo ge 15% 10% 154, 323 
195 ex |Parts and accessories (excluding tires) for trucks, 
(c) passenger cars and, buses.............0-.02e008: 25% 15% _— 
ex 206 OS ate be egal NIE» AS Si ta Od eae SN RRR Aa 15% 10% n.s.8 
sare Canned salmon and herring.........0.....0000088: 15% 10% 223, 646 
a 
TAT DAL VV OAT MIOUTS 5 4 ay dads ole CHD Cee o ome deals fare 47¢ 40¢ 9,476, 382 
100 kgs. 100 kgs. 
219 Malted milk, infants foods and similar prepara- 
Re ee oe Es ee lve ee ok noe ei eaey 15% 10% — 
Pe tO he PLVIOC: PORE DUN. 6. gale ee ake le a holais Siadatalete swe $1.20 $0.65 — 
100 kgs. 100 kgs. 
267 Milks and creams, pure or with sufficient sugar to 
WSCA Vy LINO TNE yy ss areal a cio) ates! Snare 10% 5% — 
268 ME MOMOGLS A. 5s. bccn ae wir ditt atk ca See ee ee ae 20% 10% — 
ex 270 ne ee. ee Rats SMS ALY NF hah iat ta gh 15% 10% — 
ex 317 Barley malt ig OE nn at abla cena ee Free Free 206, 413 
313 Breeding cattle and horses of recognized breed, 
MOI POGISTETCU 45a us coe io ks eee aN ee en Free Free — 
CHA) ho be oe Cha OAC ae Paes 10, 240, 602 
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- Concessions by SWEDEN on Principal Items 
of Interest to Canada 


1 Kr=$0.20 approx. 


Item Pre- Torquay Exports 
Brief Description | Torquay Agreement | from Canada 
No 
‘ Rate Rate to Sweden 
(Crowns) (Crowns) ee 
ex 15 Cod roe in barrels merely salted, salt-sweet- 
ONeG Of SMOKE 1.05 ui ence Guraaeuieee mee wales Free Free — 
142.ex'3 {Salmon initins per lOO key. oe ys ae a 50 —_ 
ex 162 PAG DOSUOG te ae NR Le I Peer! Free Free 47,617 
ex 203 Silicon carbide (carborundum)................ Free Free — 
ex 235 POETIC IONACE 00 FUL ial LT ses eNu eae ie ee Free Free _ 
ex 312 Fur skins, dressed—muskrat, opossum, raccoon, 
skunk and squirrel per 100 kg................ 400 400/10% (1) — 
ex 896 Tread SwaMWTOUsHeS oe Pane Oe ar oe ie Bey Free Free — 
ex 1006 Force feed furnace burners for fuel oil.......... | 10% 10% — 
1010 ex 2 |Wooden separators for storage batteries per 100 
(ort ae ea COSMAS PR GP TSS Ne ARM I ential Lad NO Mr 6 6/10% (2) — 
ex 1068 Spectacles and mounted optical glass, n.s.m. per 
‘ 100 kg.| 200 200/10% (4) 3, 144 
LOsa ex THLGCURIC Meters ioe. Pee als ye Oe selena uate ae 15% not less} 10% not less —_ 
2.50 each 2.50 each 
1073 ex 1|Parts of electric meters. -..........-cecceecee- 15% 10% — 
POP Oey ical tats Pare WER MECH Ro are eteiycl Rea, Qe a can tar 50, 761 


(1) The specific rate is bound but the right is reserved to substitute an ad valorem duty not in excess 
of the rate shown. 


; 
its 
# 
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Concessions by TURKEY on Principal Items 
of Interest to Canada 


Turkish pound=28 cents 


157 


ae EERE TS ES RTS LT LE TIE SES I TI NY BEE EET 2° SDR ET SETS ATTEN SENSE TET RATT ECE NITES OORT | OE, TEARS 


Torquay 
Agreement 
Rate 


Exports from 


Canada 
to Turkey 


— | Tf | | | 


No. Brief Description Unit 
18-C |Meat, preserved or tinned............... 100 kg 
Pa eI ION LOLGLI MOE eights tx ek HIKE p to's [oe ee eh 

ex 218-B |Whisky and gin in bottles............... 100 kg 
ex 274 AOE IBTG BLACK. Gs yong tees oo ae ahs wouel'nsacs 100 kg 

281 Synthetic plastics in powder, etc........ 100 kg 

EAE a EM a Cie ihe Tale CAS RT nn rca ss 100 kg 

323-C |Cellulose pulp............. Retir cnt ny 100 kg 

445-A |Motor car tires and tubes................ 100 kg 

Truck and aumnilar tareédi ces sl 100 kg 

569 Aluminum: 

Plater and Babs: dir deters hed s onnelne nat 100 kg 
Shapes, bars and sheets......... witee wat 100 kg 
Wire and corrugated sheets.......... 100 kg 
TEORL COOP) TAKA AU eran be Suh. hd he bos ots 100 kg 
570 Lead ingot and other forms............. 100 kg 
BEeeEs VI CANC ANMOUC 7. F.5 Min Viv erie alt Ch ticle 4 te 100 kg 

ex 598 MARMINIGURES 60,08 a? ot ss Kaa eee ke. 
ex 619 FBT FOUDLVOTS Fiat cate Pos eek OL ee dS 100 kg 
Parte of radio receivers... ds... eee 100 kg 

650 MEM UOTE.;» os dest Pon PRN AR eS 100 kg 

664 Agricultural implements(b).............. ad val 

667-A |Passenger autos weighing:(c) 

ODO Ga U-B00 Ki ee nd wr aalls p abe 100 kg 
DORE GOTT ODER rs Vices otek dete deen 100 kg 
BIS CPT Lg OD COREE Nik > cathate, SNR G AAS ety of ate 100 kg 
SEU UN EO oa ceca st ahs ate ce ane es 100 kg 
TRY Met OP UROL: cat cieethee co ees 100 kg 

667-B |Chassis of all kinds weighing: 

RB 1,100 Kas aii ciceeleteea 100 kg 
Ret WG 1 00 See as clan Ve ee ees 100 kg 
5 B00 to A760 Bits. ca ecg week = sie as 100 kg 
3750 Rey OF TROTH.fo. ea URavak Ore ae e% 100 kg 

ex 718-D |Calcium carbide....................008- 100 kg 


1-03 

1, 283-27 
320-82 
2-05 
10% 


35°93 
46-00 
46-20 
179-66 
256-65 


(a) 492-78 


Free/10% 


35:93 
40-00 
46-20 
179-66 
256-65 


366, 391 


17,139 
40,977 


Boe 


3,121,530 


744,419 


744,419 


4,296,878 


(a) To be brought into effect later. 


(b) Turkish Government reserves right to re-impose a duty not over 10/ ad val. 
(c) Turkish Government reserves right to substitute a duty not over 20/ ad val. 
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Item 


No. 


STANDING COMMITTEE 


Concessions by the UNION OF SOUTH AFRICA on sales yen 


Items of Interest to Canada 


Canadian 


15 ex (b) |Barley 


67 


113 ex (5) 
116 ex (f) 


129(e) 


266 


» 279 


307 ex (2) 


ex 335 
ex 335 


hy Torquay 
Brief Description Pre BASS Si Agreement Exports to 
Rate South Africa 
1949 
$ 
Kit) aI HEU EG eves ett ice per 100 lbs. 4s, . 2s. 107, 994 
plus a suspended duty..... per 100 lbs. ls. Is: 
(not in force) 
Furs 
(a) Fur skins 
(i) raw, cleaned and dried but otherwise 
unmanufactured. iio... eae ad val. 5% Free 10, 500 
(iv) shaped pieces, known as_ ‘sacs’, 
‘plates’ and ‘crosses’, not otherwise} ° 
WOLrkeOd Ap. | incen ts Hulewe he oes GOV aL — 20% 
Lia wn Mowers foods wie ee sical ad val. — 15% 10% N.8.8. 
Parts of incandescent lamps for liquid fuel 
(oil), of pressure type............... ad val. 5% 5% N.S.S. 
(i) Motor car parts for the building and equip- | 
ment in the Union of motor cars imported 
Ulassembled 26 eels oe ee per 100 lbs. 9s. 6d. 9s. 6d. 
1,679,824 . 
Gad Ochete ieee eels cub: per 100 lbs. £1. 3s. fl. 3s. 
Casks, wooden, not elaowhiere enumerated, | 
@INWUY, OF INIStAVER yen ae lao neo ad val. 20% 15% — 
Wood: 
(b) Ceiling and flooring boards, planed, 
tongued and grooved; and parquet and 
laminated flooring, 220.7) bes3.40 ad val. 3% 3% N.S.S. 
Plus a suspended duty of........... ad val. 17% 7% — 
(not in force) 
Pus ROOMS YSU ee, Reel awr hoped ad val. 10% 5% N.S.S. 
Sausage casings, n.e.@.............008- ad val. 10% 5% 7,437 
Synthetic and rayon staple fibre............. 10% Free N.S.S. 


1,805, 755 


—_—e- 
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: Concessions by URUGUAY on Principal Items 
of Interest to Canada 
Peso=55 cents 
Aforo Torquay Exports 
pene ‘ Brief Description (official shee eit Agreement | from Canada 
: valuation) Rate to Uruguay 
C) 1949 
$ 

X-420 Cigarette paper............. 0-52 peso kg. 78% 52% N.8.8S 
X~423-3020 |Paper pulp boards for con- 

WETWOUMAN Sune dees ae aes 0-13 peso kg. 78% 52% oe 
XV-727-123 |Horse-shoe nails............ 0-455 peso ke. 103-5% 69% a 
XV-748-364 |Straight saw blades, over 18 

CT, POUR Teel ihe ce whee wes 1-04 peso kg. 78% 52% 2,730 

XVI-834-138 |Plows of iron................ 9-50 peso ea. 13-5% 13-5% Biggs 
XVI-834-141 |Sulky plows with one share. Free Free 

OU e 62,820 
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a ee OF PROCEEDINGS AND EVIDENCE 
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TORQUAY NEGOTIATIONS 


THURSDAY, JUNE 7, 1951 


WITNESSES 


_ Mr. H. B. McKinnon, Chairman, Canadian Tariff Board; 


eal 


Mr. W. J. Callaghan, Commissioner of Tariff, Department of Finance. 


OTTAWA 
EDMOND CLOUTIER, C.M.G., O.A., D.S.P. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1951 


MINUTES OF PROCEEDINGS 


Tuurspay, June 7, 19851. 


The Standing Committee on Banking and Commerce met at 4.00 o’clock 
p.m. Mr. Cleaver, Chairman, presided. 


Members present: Ashbourne, Balcom, Blackmore, Cannon, Coté (St. Jean- 
Iberville-Napierville), Crestohl, Dumas, Fulford, Fulton, Gour (Russell), Laing, 
Leduc, Macdonnell (Greenwood), Richard (Ottawa East), Sinclair, Smith 
(Moose Mountain), Stewart (Winnipeg North), Welbourn. 


In attendance: Mr. Hector B. McKinnon, Chairman of Tariff Board; Mr. 
W. J. Callaghan, Commissioner of Tariff, Department of Finance; Dr. C. M. 
Isbister, Director, International Trade Relations Branch, Department of Trade 
and Commerce; Dr. E. A. Richards, Principal Economist, Department of 
Agriculture. 


The Committee continued with a page by page study of the document 
entitled: “Statement showing the British Preferential and Most-Favoured- 
Nation Rates of duty in effect prior to and after the Torquay Tariff negotiations 
and the total imports from all countries during the calendar year 1949 of the 
products lisited in Schedule V to the Torquay Trade Agreement.” (See 
Appendix B of Minutes of Proceeding sand Evidence, No. 2, Wednesday, May 30, 
1951). 


Mr. Callaghan and Mr. McKinnon were questioned. 

At 4.30 o’clock the Vice-chairman, Mr. Cannon, took the Chair. 

Study of pages 23 to 67 was completed. 

At 5.55 o’clock p.m. with the Chairman, Mr. Cleaver, again in the Chair the 


~ Committee adjourned to meet again at 4.00 o’clock p.m., Monday, June 11, 1951. 


R.-J) GRATRIX, 
Clerk of the Committee. 
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EVIDENCE 


Houses or Commons, June 7, 1951. 


Mr. W. J. Callaghan, Commissioner of Tariff, callie 


The CHAIRMAN: Gentlemen, we have a quorum. We had completed our 
studies up to and including page 22 of appendix B of our second meeting. We 
are now at page 23, containing tariff items number 352 to 361. Are there any 


' questions as to the items on page 23? Or page 24? 


Se leer 


— 


~~ 


ae ee ee 


By Mr. Laing: 

Q. What about item 367? Does that deal with this matter which was in the 
House the other day?—A. No. It has no connection with it. This item covers 
watch cases and parts, finished or unfinished on which the tariff was reduced 
from 25 to 224 per cent. 

Q. That is a lot of money—A. The imports are quite large. | 

Mr. Crestout: Would these items fall under the heading of gold, if the 
watch cases were made of gold or silver? | | 

The Wrrness: I do not think so. There is no n.o.p. in this item and covers all 
watch cases and parts thereof. | 

Mr. Macponnetu: Where do we get the complete watches? 

The Wrirness: They are provided for in another item. 

The CHarrMAN: Are there any further questions on page 24? Or page 25? 

Agreed. | 

Now, page 26. 

Mr. Macponnexu: I was absent yesterday, Mr. Chairman. Are we going at 
any stage to have a figure as to what is expected to be the result in terms of trade 
of the changes made? We have here figures for 1949 imports from all countries. 

The CHAIRMAN: We had a general statement from Mr. McKinnon about two 
meetings ago; and at that time Mr. Callaghan briefly indicated that as to exports 
a reasonably accurate forecast could be made, but as to imports, it was rather 
obvious that you could not make any forecast based upon past performance, 
because as to some of those items, you see, the tariff wall was so high that we 
had no imports. ; 

Page 26? Or page 27? 

Mr. MacponneE tu: I notice a wide range in item 386 particularly. 

Mr. Smiru (Moose Mountain): What item is that? 

The CHarRMAN: Item 386 on page 26. 


By Mr. Macdonnell: 

Q. Did you have any objection to that item being free?—A. That item has 
been free under all tariffs for some years. There is really no change there. This 
item was in the Geneva Trade Agreement and it was widened in the budget a 
couple of years ago to include saddles; we have carried it forward in the new 
agreement, in the new wording. 

Q. Do we manufacture that material in Canada?—A. Some of it, yes. 
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Q. But there is no objection?—A. No, there is no objection. 
The Cuairnman: Are there any further questions on page 26? 


Mr. McKinnon: I think that item has been on the free list for at least twenty 
_ to twenty-five years. 


- The Cuarrman: Page 27? 


By Mr. Fulton: 


@. Why is item 391 included here? There does not appear to me to be any 
change made?—-A. It is just a binding of the free entry. It has been free and now 
it is bound free for another three years. , 

The CHarrMaAN: Are there any further questions on page 27? Or page 28? 

Mr. Fuuron: Who is the chief beneficiary of the changes here? There is a 
change of 5 ver cent in one place. 

The Cuarrman: Wire fences? 

Mr. Fuuton: Yes, under “f”’. 

The Wirness: Under “f” the United States is the chief beneficiary. The 
reduction was in connection with item 401 (f). 

Mr. Macponnetu: (g) In other words (g) is another item put in for the 
purpose of binding it again, as you have said. | 

The Witness: Yes, that is correct. . 

Mr. Larne: In the situation of our very keen shortage of steel products of 
all kinds, why was not a greater reduction made to encourage more imports 
in those lines? Has it any relation to other commitments? 


Mr, McKinnon: Your question, Mr. Laing, is a very general one. Were 
you thinking in terms of the primary products of iron and steel, that is, every- 
thing up to the rolling mill stage, or further, up to the fabricated iron and steel? 


Mr. Larne: Let us say all lines. Take for example fox fencing; you cannot 
obtain it. | 


Mr. McKinnon: Fox fencing would not be covered by this item. There 
is a special item for it in the tariff. 


Mr. Laine: Then would other fencing be included here? 


Mr. McKinnon: On all primary forms of iron and steel our duties which 
are in very great measure specific duties at so much a ton, or so much one 
hundred weight, have been in existence for a great many years without being 
changed; and as prices have risen per ton the ad valorem equivalent of the 
duties has declined. The present equivalent of these specific duties is a very 
small figure. In fact if you take all the primary forms of iron and steel—the 
ingot, the bloom, the bar, the sheet, the strip, and the plate which takes us 
pretty well through the rolling mill—if you take all these together and consider 
them relative to the competition from our chief competitor, which is the United 
States, I doubt if our protection for the basic iron and steel industry is over 
10 per cent at the most on some of these lines. In fact, on some of them, it would 
be as low as 8 or even 7 per cent. We felt there was no need to give further 
concessions on these products because the rates are very low. 

Mr. Latina: Are any of these items subject to drawbacks? 

Mr. McKinnon: There are quite a number of drawbacks for special 
purposes, which again serve to reduce the effective rates further. 

Mr. Futron: Consider barbed wire fencing. For a number of years I have 
had complaints both as to the availability and the quality of barbed wire, 
particularly since the war, for ranching purposes; and yet there is not a very 
high duty on it coming in from these favoured nation countries. Moreover, 
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it is free under the British preferential tariff. We would appear to bring in 


but a very small amount of imports of that commodity. Why is that? Is ita 
question of availability or because our farmers do not know that there is a low 
tariff on it? | 

Mr. McKinnon: The historical aspect of it is that barbed wire for farm 
fencing purposes has been at a very low rate for two or three decades. As 
you say, the rate is only 10 per cent. We import very little. I think this must 
be due to the availability from Canadian production. There was a time 
in the thirties when we got quite a bit of barbed wire from Holland. But apart 
from that episode, I do not recall in my lifetime in the service any important 
imports of barbed wire. 

Mr. Futron: Would you assume from that that the price in the United 
States or in other countries plus the freight to Canada would make it increasingly 
attractive at this moment? 

Mr. McKinnon: I think there has been a very definite effort on the part 
of the Canadian industry producing barbed wire to give every possible advantage 
to the consumer in this country. 

Mr. Smiru (Moose Mountain): I imported barbed wire last year and I paid 
the duty on it. I brought it in from the States. It cost a lot more than what 
I could get it for here, but it was easier to get good wire there than here. During 
the war they quit making good wire here. I do not know why. But I think 
it became available again this spring. 

Mr. MaAcponneEu: Items 427 and 427a: I notice a large amount is involved. 

The CHairMAN: Will you excuse me? May I call pages 28 and 29? 

Mr. Heume: Is the United States the chief beneficiary under item 410a? 

The Witness: Yes. The imports under this item are almost wholly from 


the United States. 


2 
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Mr. Macponnetu: The question about diesel products was brought up in 
the House by Mr. Wright. Was it not dealt with? 


The Wirness: Item 410a was established in its present form in the budget 
of 1948. These trucks were formerly classified as motor vehicles under item’ 
438a. At that time the tariff was reduced from 174 per cent to 10 per cent. 
We widened the item a little at Torquay and reduced the rate from 10 per cent 
to 74 per cent. 

The widening took place at the end of the item to permit the use of these 
trucks in Newfoundland for hauling material which was formerly transported 
by the railway for a distance of three or four miles. These trucks are off the 
highway trucks. They are not allowed on the highway. 

Mr. Fuuron: I see. They must be large trucks. Nine and one-half yards 
capacity would make it a pretty big truck. 

The Witness: Yes. 

Mr. Fuuton: There is only that one type? 


Mr. McKinnon: That is right. They are off the highway trucks which 
heretofore have not been made in Canada in commercial quantities. 

Mr. Stewart: What about items 422 and 423? 

The CuarrMaNn: Are there any further questions on page 29? What was 
your question, Mr. Macdonnell? 

Mr. Macponngeuu: I shall wait. 

Mr. Srewart: In one case it is greater than in the other. Fire engines 
and road rollers are both pieces of equipment used almost exclusively, I would 
imagine, by municipalities or in some cases by provinces. Why is the rate 
of duty so high? Is it because they are manufactured in Canada and this 18 


to be a protective tariff? 


166 STANDING COMMITTEE 


The Wirness: They are produced by several firms in Canada. The 
United Kingdom has had for many years duty free entry as against a margin 
of preference of 25 per cent. The United Kingdom negotiators reluctantly 
agreed at Torquay to reduce the margin to 20 per cent. I am referring to 
item 422 in particular. 

Mr. McKinnon: On that particular item of road rollers, bearimg in mind 
what you said, that they are largely purchased and used by municipalities, 
our inclination would have been to go farther in the reduction; but the United 
Kingdom has, in the last three years opened up one or two outlets in Canada. 
They have established what they claim to be a very good connection and 
they have done a considerable amount of advertising. Consequently they 
prized this item so highly that they made very definite recommendations to 
us, or suggestions, that we should not reduce their margin any further. So, 
chiefly on that ground, we stopped at 20 p.c. because the British expressed 
their interest In maintaining their margin of preferential advantage. 


Mr. Stewart: Are these figures of imports mostly British imports? 


The Witness: The imports of street and road rollers and parts thereof 
come from all countries. In 1949 they amounted to about $311,000, of which 
the United States supplied $196,000 worth and the United Kingdom $115,000 
worth. 


Mr. McKinnon: So it is about two-thirds and one-third. 
Mr. Stewart: Yes; and it is the same situation with respect to item 424? 


The Wrirness: No. The total imports under item 424 of fire engines and 
other fire extinguishing machines or equipment amounted to about $264,000 
of which $262,500 worth came from the United States and $1,400 came from 
the United Kingdom. . 


Mr. Srewart: Can you tell us why we have to pay so much difference 
to the United Kingdom on this matter if we are importing practically 100 per 
cent of these items from the United States? Surely we could give our muni- 
cipalities every benefit there is. The British competition seems to be non- 
recurring. 

Mr. McKinnon: My comment was directed entirely to the first 1tem— 
road rollers. : : 


Mr. Stewart: I am sorry. 

Mr. McKinnon: The other one is entirely a matter of domestic protection. 

The Witness: Yes, and some United Kingdom interests too. 

Mr. Futton: On 427 and 427a where you gave a not very substantial 
reduction, I see we have a considerable volume of imports. Does the same 


general situation apply here, Mr. McKinnon? You have a considerable British 
preference there? 


Mr. McKinnon: Yes. 


Mr. Fuuron: How does the production compare with the States on imports 
of machinery from Canada? 


Mr. McKinnon: It is not significant on this. There is consider able interest 
but not comparable with that of the United States. 


The Wirness: Roughly the imports under these items 427 and 4270 in 
1949 amounted to $110 million, of which $104,500,000 came from the United 
States and. $4,600,000 came from the United Kingdom. 


Mr. McKinnon: So you see it just depends whether you consider $43 
million of imports important or not. It is in the absolute sense, but not relative 
to the total imports; they are almost entirely from the United States. 
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_ Mr. Furton: Well, just so that we can get the revenue significance of 
this, can you from your book give us a breakdown between 427 and 427a. I see 
that 427a applies to those not made in Canada. 


The Witness: The same reduction was made to both items—24 per cent. 
The figures I have already given apply to both items. They are not recorded 
under separate headings in the statistics, but on various occasions we have looked 
into the matter and have found the imports are almost 50-50 under both items. 


Mr. MacponneELu: You have this very large importation from the United 
States—I think you said $106 million as compared with $4 million, yet you have 
made a change in the British preference—you reduced it by 24 per cent there. 
I can understand why they called you “24 per cent Callaghan”. There are a 
number of changes of that kind, and this seems to me to be a good illustration. 
What would be the reason though? Were the British not keen on this, or are they 
not in this kind of business in a big way? 


The Wrirness: They are. They did not like the reduction but they did not 
object too strenuously to it because they realized if we reduced the British 
preferential tariff on item 427 by 24 per cent it nullified to a great extent the 
value of the reduction to the United States. They preferred to take a reduction 
on this item in order to retain their margin on other items. 


Mr. McKinnon: I think they thought too that if in the final analysis they 
paid 10 per cent on the one item and the United States paid 224 per cent, they 
still would have a pretty fair margin. On the other, their goods enter free and 
the United States pays 74 per cent. 


Mr. MAcponNELL: You are speaking of 427? 
Mr. McKinnon: Yes. 


Mr. MacponngEtu: I was thinking that the United States has 95 per cent 
of the market now and on the face of it it seems odd that you are assisting 
the United States to get still more of the market. I suppose the answer is that 
the British had other things they were getting? 


Mr. McKinnon: These are two basket items: machinery n.o.p., (a) of a 
class or kind made in Canada and (b) not of a class or kind made in Canada. 
The British concentrated their fire, if I may put it that way, on such specifically 
named items as street and road rollers. They did put pressure on the two 
basket items but in. the end they probably felt they were being left with a pretty 
fair margin of preference—10 per cent as against 225 per cent 1s a very con- 
siderable margin of preference. 

Mr. Futron: Perhaps your figures which are for 1949 would not reflect 
the results of the British export drive? I mean they are concentrating more and 
more in Canada. Do you know whether in 1950 they secured a larger share of 
this particular trade? ai 


Mr. McKinnon: We have not the 1950 statistics here. I have doubt 
whether Mr. Callaghan has that either because we had to use the 1949 figures at 
Torquay. That was the last complete year as we were negotiating in 1950. 


Mr. Futron: I was not thinking of the statistics so much as what you 
have seen recently. Is their share of the market going up? 


Mr. McKinnon: Their share of the market has been going up and they 
appear lately to have been concentrating on particular products such as machine 
tools of all kinds. Then, they had a few particular favourites like street and 
road rollers, where they claimed they were doing a lot of promotional work and 
wanted to control their trade and to conserve it. I may say that on the other 
items we did the best we could to meet their situation and not destroy their 
preference in the market. 
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Mr. MacponneEuuL: I assume it would be natural, when we have gone over 
these details, to discuss the broad question of trend or direction. 


The CuHarrMan: I have asked Mr. McKinnon to be ready to make a general 
statement on that ‘but I thought we would conclude our detailed work first. 
Are there any further questions on page 30? If not, we will go on to page 31. 

Mr. Batcom: In connection with came f and (d) the British would be the 
beneficiaries there. 


Mr. Wuirte: To a very large extent. 

Mr. McKinnon: On sub-items (c) and (d) we were not negotiating with 
the United Kingdom. The concession in those two cases is given to Germany. 
You will notice the British preferential rate on both of those sub-items is free. 

Mr. Larne: I think 427f is worthy of note ‘because there is a reduction on 
machines for the manufacture of plywood, which is complementary to the market. 

Mr. McKinnon: We thought it would further assist the plywood industry 
to secure markets abroad—in addition to getting a reduction from the United 
States on plywood—if they got some concession on plywood making machines. 


Mr. Laine: Almost all of it goes to the United States. 
Mr. McKinnon: Almost entirely. 
Mr. Futton: Do we not also manufacture a lot of it in Canada? 


The Witness: A considerable amount of this machinery is made in Canada. 
Some of these are important but on the whole the item may be regarded as of a 
class or kind not made in Canada—particularly the machines for which provi- 
sion was made a couple of years ago in this item. We reduced this item to keep 
it in line with the general item on machinery which was reduced from 10 per 
cent to 74 per cent. 


Mr. Stewart: Does a reduction in item 429 benefit Denmark and Sweden, 
or who are the beneficiaries there? I refer to cutlery of iron or. steel? 


The Witness: A concession on this item was strongly urged by Germany. 
They are very anxious to get back in the Canadian market and to. secure 
some of the trade they enjoyed during 1932 and previous years. 


Mr. Srewart: One reason for me asking is that there are a lot of people 
interested in cutlery such as Jenson Steel and others. There is a type from 
Denmark which is almost as expensive as silver plate. Is that kind of cutlery 
made in Canada at all? 


Mr. McKinnon: No. The Danes expressed considerable interest in this 
concession when they realized Germany had got a reduction on those items— 
they get it automatically under the most favoured nation clause. 


Mr. Stewart: Why then is there a tariff, in view of the fact that there is 
literally no production in Canada? 


Mr. McKinnon: Well, that gets us back again to the situation which existed 
in 1947, when the United Kingdom had what we call a bound margin of pref- 
erence on several hundred items. Those were included in the terms on which 
the margins of preference were bound—which meant that Canada was not free 
to make a reduction in favour of any other country. As you know, sir, by an 
exchange of notes in 1947, Canada and the United Kingdom agreed that these 
should no longer be contractually bound margins, but available for negotiation. 
Nevertheless, every time we have contemplatd a reduction in favour of a foreign 
country on that type of cutlery the United Kingdom, naturally, has expressed 
very strong disapproval in the interests of the Sheffield cutlery people. Never- 
theless, to use the same word again, we did make reductions at Geneva and 
here again there are two small reductions. It still leaves Sheffield a substantial 
margin of preference. 4 


Mr. Fuuton: Not so much there—7 ‘3 per cent—but more in the ethers. 


oo 
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Mr. McKrynon: The first one is not finished cutlery. It is what we call a 
blank for making cutlery and therefore it carries a pretty low rate. It is only 
a semi processed blank for making cutlery. There is a pretty fair margin on 
finished cutlery. 


(Mr. Cannon took the chair.) 

The Vick-CHAIRMAN: Is page 31 accepted? 

Page 32, item 431b to 4381h. 

Mr. Dumas: Have the items in 431h always entered this country free? 

The Wirness: This is an entirely new item, established in 1948. 

Mr. McKinnon: You will notice, sir, they are all described as of a class or 
kind not made in Canada. 

Mr. Dumas: None of those here? 

Mr. McKinnon: None are made in Canada. 

Mr. Dumas: Are any assembled here? 

Mr. McKinnon: That would get down to the interpretation by customs; 
when is a man deemed to be “manufacturing”. 

Mr. Dumas: I think the Sparks Company have been making some in Toronto 
in the past—although they may not be making them now. 

Mr. McKrnnon: Once a manufacturer in Canada manufactures any of those 
items to the point where the customs authorities regard him as being a bona fide 
manufacturer, then the products come out of the item. They can only get free 
entry as long as they are of a class or kind deemed not to be made in Canada. 

a das Dumas: In 1949 where did these imports come from? From the United 
ates? 

Mr. McKinnon: They would be almost entirely from the United States. 

The Witness: We imported, under 431h, $2 million worth of goods from all — 
countries. The United States supplied $1,750, 000: the United Beno $180,000 ; 
Switzerland $51,000; Germany $35,000. 

Mr. Futon: con you give us the same figures for 431b? 

Mr. McKinnon: Those are hand tools—adzes, and so on. 

Mr. Futton: Yes? 

Mr. McKrynon: That is a very big item and you will see that it is pretty 
well distributed. 

The Wirness: The total imports in 1949 under 481b amounted to over $5 
million of which $4,141,000 came from the United States; the United Kingdom 
supplied $547,000; Sweden supplied $304,000; and Germany supplied $28,000. 

Mr. Fuuron: In this whole class of item here, and on the preceding pages 
and on the next page, I would judge by looking at it that the same general 
situation prevails, as Mr. McKinnon described, where the British were “rather 
reluctant and you kept the concessions in favour of other countries fairly small? 

Mr. McKinnon: That is true; I am bound to say that while we were free 
as a matter of contractual arrangement to make any reduction we wished, never- 
theless.where the British negotiators put special emphasis on a particular item or . 
a particular kind of commodity, we did our very best to respect their wishes in 
that regard. 

Mr. Futtron: Did the United States attach particular significance to this 
group of items? 

Mr. McKinnon: Yes, in this group of items their trade is very large and the 
margins of preference were pretty substantial. 

The Vice-CHairMAN: Is page 31 accepted? If so we will go to page 33, 
items 434c and 434d. 
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Mr. Stewart: Is the story the same for 434c, the British wishing as great a 
preference as possible? 

The Witness: No, this is a special item established some years ago to pro- 
vide for the entry of noiseless street car trucks for the Toronto Transportation 
Company at 10 percent. The item was used extensively three or four years ago 
and it is now being used again. These noiseless street car trucks are not made in 
Canada and the United States was very glad to get a reduction from 10 per cent 
to 74 per cent on this item, due to the volume of trade. 

Mr. Stewart: If there is no competition in this country at all, does it not 
appear once more that the municipalities are paying a tariff on something where 
they might well save some money? 

Mr. McKinnon: That is true. When we negotiated with the United States 
in 1935—I am speaking from memory but my memory, I think, is right—these 
trucks were 25 per cent. They are very heavy, large rubber-mounted street car 
trucks.such as are used in Toronto. We reduced the rate then from 25 per cent 
to 10 per cent; now it has been reduced from 10 per cent to 74 per cent. It is not 
a matter of protection. I think the government felt, after making the reduction 
-in 1935, that it was the type of item on which the government might get some 
revenue, and at 74 per cent you can call it a revenue duty. But there is not much 
protective interest in it—and there was no United Kingdom interest at all. 
Mr. Macponneutut: Where was Mr. Callaghan? He would not have made 
that reduction. : 

Mr. Batcom: This might not necessarily benefit ony municipalities. It 
might benefit private companies? 


Mr. McKinnon: Yes. 

The Vick-CHAIRMAN: Is page 33 accepted? If so we will go to pages 34. 
and 35—item 438b. 

Mr. McKinnon: I suggest it might be easier for Mr. Callaghan to give an 
explanation if the committee would regard all of the pages starting with page 34, 
to the end of the automobile schedule—which is to the end of page 44—as one 
set of pages. The items are all practically as they stand in the tariff today, 
and all are relative to automobile parts; and from the point of view of explana- 
tion they might be considered as if they were one item which is in effect what 
they are. The basic item is broken down into a number of subdivisions, each 
subdivision of which is very large as you will see. Some cover a page or two. 

The VickE-CHAIRMAN: If it is the wish of the committee we will take this 
item 43&8b to 4381 now? 

Mr. McKinnon: That would permit Mr. Callaghan to make one statement 
on automobile parts. 


The Witness: First of all I should mention these items were discussed for 
a year or more by the two interested groups—the automobile manufacturers and 
_ the automobile part manufacturers, who are branches of the Canadian Manu- 
facturers’ Association, After many meetings they agreed to the items as they 
stand today and suggested the reductions that were made at Torquay. 

The items as they appear have the approval of both groups. It is quite 
clear the automobile manufacturers like to get their parts at as low a rate 
as possible and the parts manufacturers like to have as high a protection as 
possible. The items were widened to a certain extent to provide for replacement 
parts and in the case of 4388b the ceiling on all parts. named in that item— 
and by ceiling I mean the top rate when of.a class or kind made in Canada— 
was 25 per cent, 27 per cent, and 30 per cent. It was agreed that the rate 
on all those parts when of a class or kind made in Canada could be reduced to 
174 per cent, the same rate that applies to the finished automobile. 


— 
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Mr. Macponneutu: On page 35 what is the significance of the free rate 
under the m.f.n. tarifi—25 per cent, 27 per cent, and 30 per cent? 


The Wrrness: 25 per cent was the rate that applied under item 438e when 
of iron or steel; 27 per cent was the rate applied if an automobile part was of 
brass; 30 per cent is the rate that applied when they were of other materials. 


Mr. McKinnon: That is to say, they entered under various items at varying 
rates and now they have been consolidated at the one rate of 174 per cent, 
which is the rate that applies on the finished car. 

Mr. Gour: That is good work. 


The Witness: The same thing applies on item 488d. It is a reduction to 
provide for replacement parts on the same basis as repair parts. The former 
rates were either 25 per cent, 27 per cent or 30 per cent. If you check the 
statistics you will find the average rate paid on imports under item 438c (3) 
was almost 28 per cent. The imports were valued at almost $60 million in 1949. 


Mr. Macponneuu: How are those imports broken down by countries? 


Mr. McKinnon: You will find they are almost entirely from the United 
States. 


The Witness: Really there are only two countries involved—the United 
Kingdom and the United States. 


Mr. McKinnon: But under all these items, imports are free from the 
United Kingdom. 


The Wrrness: The imports under 438b were $9,267,000 of which $9,201,000 
came from the United States and the remainder, $66,000, came from the United 
Kingdom. : 


Mr. Macponneuu: Perhaps you could take the total item of $59 million 
and just deal with that? 


The WiTneEss: 438e is the basket item covering automobile parts not men- 
tioned in any of the ten pages of items now under consideration. Under this 
item total imports were nearly $60 million, of which $58,306,000 came from the 
United States and $1,498,000 came from the United Kingdom. 


Mr. Futton: Which item was that? 
The Witness: 438e. 
Mr. Gour: The preference for the British market is still 25 per cent? 


Mr. McKinnon: Yes, on that item there is still a very substantial difference 
—between “free” and 25 per cent. 


Mr. Futron: On page 38 you have five sub-items. Am I right in assuming 
the effect of those five items—1, 2, 3, 4 and 5, starting on page 38—is to give a 
preference to the article wherever it may actually come from in finished form 
if more than 40 per cent of its components come from the commonwealth? 
Is that the effect? 


The Wirness: In one sense yes. I might briefly explain item 438c. There 
are two pages of parts listed under that item. The ordinary m.f.n. tariff before 
Torquay was 25 per cent, 27 per cent, or 30 per cent, and now it will be 
174 per cent. That 174 per cent would apply if you or I import one of those 
parts. If an automobile manufacturer imports them, and if his production does 
not exceed 10,000 complete passenger automobiles, and if not less than 40 per 
cent of the factory cost is incurred in the British commonwealth, he may 
import these parts duty free. 


Mr. McKinnon: He always could. 
The Witness: There is no change. 
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Mr. Srpewart: The limitation on. cs pretty well excludes the 
United States? 

The Witness: Yes. 

Mr. Futtron: If 40 per cent of his factory cost is incurred in the common- 
wealth he can bring them in free? It applies to his factory cost, and not to 
the cost of the article he is importing? 

Mr. McKinnon: No, it is his factory cost. If he complies with that 
commonwealth content he gets free entry of those parts—whether under the 
British preferential tariff or the imtermediate tariff. 

The Witness: That is the principle. If he exceeds 10,000 but does not 
exceed 20,000 units a year, and if his British commonwealth content is not less 
than 50 per cent, he gets his parts free from any country—and so on. That is 
the principle. 

Mr. Futton: Was that one of the things which was worked out in 1932? 


Mr. McKinnon: No. 


Mr. Fuutron: So that exporters from Canada could not get the benefit of — 


British preference? 


The Witness: No, it was worked out later than that—about 1935, I thine 


About the year 1935 the Minister of Finance referred the automotive industry 
to the Tariff Board for investigation and reports. The Board reported, sub- 
mitted an interim report and a further report, and as a result of the hearings 
before the Tariff Board in the years 1986, 1937 and 1938, we arrived at the 
present tariff setup. 


Mr. McKinnon: I think ME Fulton is thinking, Mr. Callaghan, of another 
content requirement—namely, the content requirement in other parts of the 
commonwealth which Canadian cars had to achieve before they got preferential 
treatment. This is purely a domestic commonwealth content, imposed—if you 
want to use that word—on the Canadian manufacturer of automobiles, whereby 
the more he increases the commonwealth content in his product the better rate 
he gets on parts imported from anywhere. 

Mr. Stewart: Do the British find that this preference they have on auto- 
mobiles and parts is of assistance to them? And I am thinking especially of 
parts? : 
Mr. McKinnon: Yes, sir. I speak from memory but my memory is that 
last year we imported into Canada from Britain under the British preferential 
tariff something over 80,000 automobiles. If you go back ten years I doubt if 
we imported in one year over 8,000. They jumped to almost 88,000, and they 
prize most highly the free entry, not only of the finished automobile but, perhaps 
even more of the parts; because, as they enlarge their distribution of the 
- finished car in this country they are going to require more in the way of replace- 
ment and repair parts, and they will attach probably a higher value still to 
those. 

Mr. Stewart: It is of particular interest to me because I drive a British car. 
For my car there is an overdrive which, in the United Kingdom, retails at 
35 pounds and, allowing for freight, one should imagine that it would retail here 
for $130 but the price is $180. .There is a ‘gouge’ going on somewhere because 
with such prices they ‘are not in a very competitive position. I do not think that 
the British are reaping any advantage of the free admission. It is their 
problem. but it is a fact of importance to those of us who own British cars. 

Mr. McKinnon: That is true, but if they are not obtaining the fullest 
possible participation in this market it is not a tariff problem—because they 
have completely free entry on the finished car and the parts. Undoubtedly, if 
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they are going to maintain anything like the distribution they had last year 
their repair, and replacement services need to be on a comparable basis with 
their distribution. 7 

Mr. Stewart: I think they will have to do that if they want to hold the 
market. 


Mr. McKInnon: Yes. 

Mr. Fuuron: Do your remarks there apply to only the low priced cars? 

Mr. McKinnon: With respect to tariff? No, they are all entirely free. 

The Vich-CHAtRMAN: Are the items on pages 34 to 44 inclusive accepted? 

Agreed. 

Page 45, items 440] to 454a. 

Mr. Srewart: Is item 440], fish hooks, n.o.p., designed to include bait 
and lures? 

The Wirness: No. This item does not cover fish hooks for commercial 
fishing. It covers fish hooks commonly called sportsmen’s fish hooks. 

Mr, Srewart: Used by amateurs like myself? 

Mr. McKinnon: That is right—and this is not the item that covers cam- 
mercial fish hooks. Actually this was a concession to Norway. 

Mr. Macponneu: 446a is another large import item. Could we have a 
breakdown by countries? 

The Wirness: Yes. The total imports under 446a in 1949 amounted to 
$37,400,000, of which over $35,000,000 came from the United States. $1,960,000 
came from the United Kingdom. 

There were small imports from Belgium, Sweden, Germany, Czecho- 
slovakia, France and Norway. 

Mr. Buackmore: Could you give us a general reason why we import so 
few of these items from Britain? Would it be because they do not have the 
supply over there? , 

The Wirness: This is a basket item covering thousands of different 
articles made of iron or steel that are not otherwise provided for in the 
tariff. Anything manufactured of iron or steel which is not specifically pro- 
vided for falls under this item. Many of these items are of United States 
origin rather than of United Kingdom origin. 

Mr. McKinnon: It is a pretty heterogenous field. There is no descrip- 
tion for it or any specification. 

Mr. CrestoHu: Would they be gadgets of some kind which are not 
commonly known? 

Mr. McKinnon: I would imagine that if you got a list from the customs 
authorities showing the number of items which entered under this heading 
in a given year, it would probably run from around 10,000 to 20,000 Any- 
thing which is made of iron or steel but which has not got its own enumeration 
in the tariff would be included It is an extremely heterogeneous group of 
commodities which happen to be made of iron or steel. That may be one 
reason why there is not greater British participation Their tendency has been 
lately to specialize in certain things that they. want to make a particular 
effort to sell. I do not think it could be said that this rate of duty keeps them 
out. It is 10 per cent. : 

Mr. Macponne.tt: Do you think it is because in all the little things we 
are more like the United States than we are like the United Kingdom? 

Mr. McKinnon: I would think so. I cannot recall any particular illustra- 
tion which I could give you. But let us suppose that I am a manufacturer 
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in the States and I make a particularly attractive paper weight of iron or 
steel. And let us suppose there is no particular place in the tariff for it to 
come under. Therefore it would come under this item. As a manufacturer I 

may put a few thousand dollars worth of it on the market and i may import 
a few score of thousands worth of it into Canada. 

Mr. CrestouHu: Would it be wholly manufactured of metal, or only 
partly manufactured of metal? 

The Witness: Of which iron and steel are both the component parts. 

Mr. CrestoHy: Then it might be partly made of wood and it would still — 
fall under this heading? 

Mr. McKrnnon: So long as iron and steel were the component of chief 
value in it; not of the weight, but of chief value. 

Mr, BuackMore: Have the departmental experts given some attention 
to the possibility of these articles being manufactured in Canada in the way 
of giving protection to the Canadian manufacturer? What Bpout such things 
as bicycle seats? 

Mr. McKinnon: No. It is very : difficult because there are so many things 
which are enumerated in the tariff. Bicycles and parts have their own items. 
This is simply a basket item under which the customs authorities can classify 
anything of iron or steel which is not particularly named. But it has such 
a varied field that the imports run to nearly $40 million. 

Mr. Buackmore: That is why we need to give it special consideration. 

Mr. McKinnon: The matter of protection is not for me to discuss. The 
rate is still 224 per cent. 

Mr. Crestouu: Is it not possible, for example, that you get cameras of 
which certain types may be listed under a certain heading in the tariff, but 
because of some modification the department is having difficulty to include them 
under that particular tariff, so you would have them under this heading? 

Mr. McKinnon: That was quite a good illustration which Mr. Fulton 
quoted. Suppose you have an item of iron or steel described in the tariff as a 
kind of item which is not made in Canada. Then, let us suppose that somebody 
in Canada begins to make it and makes more than 10 per cent of the Canadian 
requirement. He can then come to the custom authorities and explain what his 
position is, and if he can establish to their satisfaction that he is manufacturing 
more than 10 per cent of the Canadian requirement, he can obtain a ruling that 
the commodity is no longer of a class or kind which is not made in Canada. And 
then, since it is enumerated in the tariff, it will come into this item. 

The Wirness: Take an article like certain evaporators which are really not 
machines. They are dutiable under this item. 

The Vice-CHarrMaNn: Are there any further tiesto with respect to page 
45? Or page 46? Item 462a down to item 462(11)? 

Mr. Srewart: Under that item is any reference made to the more popular 
sizes of cameras, such as the four by three and a quarter, or does it just apply — 
to the larger cameras? 

The Witness: It applies to cameras and parts for making negatives or 
positives 34 inches by 44 inches or larger, but not to small cameras. They have 
another item in the tariff, 

Mr. Futron: Throughout these three camera items or eee products, 
the British enjoy a very substantial preferential margin. It has not been entirely 
eliminated. I wonder if the witness or Mr. McKinnon would care to comment 
on it? I notice that the condition of the trade has not appeared to be very large. 

Mr. McKinnon: Under cameras this margin was not very great, but you 
could describe it as great in some instances. I would like to explain that the 
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change is in the wording of the item. As the item stands at the moment in the 
tariff, these cameras are restricted to cameras imported by professional photo- 
graphers for professional use. But customs found it to be increasingly difficult 
to define “professional photographer’. One man might own a studio and do 
portrait work; he would be a professional photographer. But could you classify 
people as professional photographers who used a portable piece of equipment 
and took a picture of a wedding? The question would arise: Are these people 
professional photographers? Or are the people employed by newspapers to take 
pictures professional photographers? ‘They make their living at it. Indeed, it 
may be that they are on salary. By direction of the Minister of Finance, the 
Tariff Board held an inquiry at which were present all the manufacturers of 
these goods in Canada, most of the importers and a very large representation of 
users. And the result was that this wording was agreed upon, largely for the 
purpose of getting rid of the reference to “professional photographers” and 
“commercial use’. So the item now simply reads that, as regards these large 
cameras, these rates apply, no matter who uses them. 

Mr. Stewart: Suppose a professional photographer wanted to use a 
“rolex”? Would he come under this item? 

The Wirness: There is another item in the tariff covering these cameras 
which was not dealt with at Torquay. 

Mr. Fuuron: Under paragraph 2 and 8 large pieces of equipment are included 
but not necessarily for large cameras. | 

Mr. McKinnon: You will notice that the accessories for cameras might 
be used by any photographer. ‘So he gets these accessories at a low rate, whether 
or not he be a professional photographer. 

Mr. Fuuron: The volume of trade appears to have been only about 
$4 million. You have reduced the margin of preference in favour of the United 
Kingdom or the British market from an average of 123 to nothing. You have 
wiped it out. 

The Witness: Most of the parts coming under sub-items 2 and 3 have 
already been duty free for many years. The old item was revised, some new 
parts added and some obsolete ones deleted. The sub-items 2 and 3 are some- 
what similar to former item that has been in effect for ten or fifteen years. 

Mr. Fuutron: There were only a very few new components of No. 2 and 3 
subject to a duty of 24? 

The Wirness: That is right. 

Mr. McKinnon: So long as there was only one, Mr. Callaghan felt that he 
should show that rate. 

The Wirness: You mentioned imports of $4 million. Actually, the imports 
amounted to $488,000 of which $477,600 came from the United States and 
$5,500 came from the United Kingdom. 

Mr. Crestouu: Would cameras such as the leica come under that heading? 

The Witness: Item 462, cameras and complete parts thereof, n.o.p. which 
carries a rate of 174 per cent if they are of a class or kind not made in Canada, 
and 20 per cent if of a class or kind made in Canada. I am informed that most 
of them enter under the heading “not made in Canada”, at 1745 per cent. 


The Vice-CHAIRMAN: Are the items on page 46 acceptable to the com- 
mittee? ‘Then page 47, item 470 to item 503. 


Mr. Macponneuu: There we have that large item at the bottom again. 
What is the breakdown of it? 


The Wrirness: It is a binding of free entry. The item has been free for 


_ many years, and the free entry was bound to the Philippine Islands. 
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The Vicr-CHairMAn: And the imports amounted to $6,843,503. What are 
they? : | 

The Wirness: The imports amounted to $6,843,503 of which the United 
States supplied $6,537,000 worth. 

Mr. Batcom: Under item 482, the regulations prescribed by the minister 
would have relation, I suppose, to whoever imports these items? 

The Wrrness: These words in the regulations “prescribed by the minister” 
appear in a number of items in the customs tariff. It is very seldom, however, 
that the Minister of National Revenue actually issues regulations. He has the 
power to do so if any difficulty arises in the administration of the item. 

Mr. McKinnon: Actually, very rarely are regulations issued. 

The Vice-CHArRMAN: Is page 47 acceptable to the committee? Then 
page 48, from item 503 to 511. . 


o— 


Mr. Stewart: Item 507c; what was supplied? What sort of plywood is 


okouma? 

The Wirness: It is a particular type of wood grown in French Africa. It is 
a light brown hard wood. 

Mr. Stewart: Why should Canada put up a tariff against that? ‘There 
is no competition there, is there? | 

The Wirness: It would not compete to any great extent with our own ply- 
wood. We gave the French the reduction which they requested on it from 
20 per cent to 10 per cent. 

Mr. McKtnnon: The French asked for a 50 per cent reduction and we 
gave it to them. I might say that we got concessions from France on plywood. 

Mr. Ispister: That is correct. 

Mr. McKinnon: They gave Dr. Isbister’s group very substantial con- 
cessions on plywood and they asked us to give them a 50 per cent concession 
on this wood. We felt it would do no harm to the Canadian industry. So we 
reduced it from 20 to 10 per cent. | 

Mr. Futton: Was a request made to bind it for three years? 

The Witness: Yes, sir. 3 

Mr. Futtron: As a sort of quid pro quo for the reduction on our British 
Columbia plywood? 

The Witness: Yes. 

Mr. ‘McKinnon: We selected a definite lumber item so that they could 
say that they got something in the lumber field. 

The Wirness: This item was established early in the war and it continued 
in effect since then. It was bound at Torquay free. 

Mr. Batcom: Item 506 is only a small item but I presume the British 
would be the suppliers of those matches? 

Mr. McKinnon: You mean matches of wood? 

Mr. Baucom: Yes. 

The Wrrness: Imports under matches of wood amounted to $15,000 of 
which $12,460 came from Sweden. 

Mr. Baucom: I thought so. 

_ The Vicr-Cuairman: Are the items on page 48 acceptable to the com- 
mittee? Then page 49 from item 511 to item 519a. Are the items on page 49 
acceptable? 

Mr. Crestouu: Are golf balls made in Canada? 


The Vicr-CHAIRMAN; Are the items on page 49 acceptable to the committee? 
Then page 50 from item 519a to item 532d? 
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q Mr. MacponneLu: Have we a breakdown of the countries under item 520? 
| Mr. McKrnnon: You will find that it includes the United States, Peru, 
; Brazil, and Egypt. 
j Mr. FULTON: Does Egypt come under the British preferential tariff now? 
The Witness: No. 
Mr. Fuutron: Then what about the Sudan? Would the Sudan be bringing 
in cotton? ) 
Mr. McKinnon: I do not think we have much, if any, imports from the 
Sudan on cotton. This is sort of a concession which one has to make sometimes 
in a ‘trade agreement. It does not cost us much because our own raw cotton 


is not here to be protected. Yet, because of the size of the trade, it is of 
importance. 


; 
| The Wirness: The whole item of raw cotton was bound to the United States 


in 1947. Peru asked for a binding of part of the item covering raw cotton and 
we very gladly bound the item again for Peru. Somebody asked for some 
information regarding imports. 

In 1949 our total imports of raw cotton amounted to $65,670,000 of which 
$49,690,000 worth came from the United States; $15,620,000 worth came from 
Mexico; $148,700 worth came from Peru, and $48,000 worth came from Egypt. 

Mr. Macponnetx: What is the unit that you used? 

The Wirness: Dollars. 


The Vicke-Cuatrman: Are the items on page 50 acceptable to the com- 
mittee? Then page 51 from item 535 to item 537a? | 

Mr. AsupourNe: Where does hemp yarn come from mostly? Is it Italy? 

The Wrrness: This concession was given to Italy. The imports under 
item 537 are made up of a combination of imports under two items; they are 
not separately recorded; but my information is that they come mainly from 
the United Kingdom with some from Italy. 

Mr. AsHpourNE: I am glad to see that the duty is reduced there from 
20 and 174 to 3, and I think the value of the trade will likely increase. ~ 

Mr. Srewarr: In connection with the item of sisal fibres not coloured, 
is there a tax on it if it is coloured? 

The Wrrness: It is dutiable under item 535a at 10 per cent, as vegetable 
fibres. 

Mr. Stewart: WHat happens when sisal is woven’into a rug and brought 
over here? 

The Wirness: It is dutiable as a rug, a carpet, or a mat. There are some 
items further on these rugs, etc. 


(At this point discussion took place off the record.) 


Pe ee ee 


The Vice-CuarrMAN: Are the items on page 51 acceptable to the com- 
mittee? Then page 52, item 537e to 551f? 7 

Mr. Larne: Under item 549a, what is the origin of our wool? 

(At this point discussion took place off the record.) 


The Wirness: With respect to item 549a, the imports under that item in 
1949 were valued at $6,690,000. New Zealand supplied $3,595,000 worth; 
Australia supplied over $2 million worth; the United Kingdom $243,000 worth; 
the United States, $175,000 worth; the Argentine, $187,000 worth; Chile, $141,000 
worth; and India $96,000 worth. 

Mr. Macponnetu: Is the relative importation of cotton and wool as $67 
million compared with $6 million? 
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Mr. McKinnon: No. The particular item that was dealt with at Torquay 
is not the main wool item. This wool is just for carpet use. ‘Fhe imports 
which Mr. Callaghan has given to you just now relate to the main wool item. 

The Witness: No, item 549 covers only carpet wool. 7 

Mr. McKinnon: We did not deal with item 549 at Torquay. Imports 
under it would be much higher than that. 

Mr. Macponnetu: I assumed so. 

Mr. McKinnon: This is a particular item in the Torquay schedule regarding 
wool for use in making carpets only. It is not the main wool item. 

The Vicn-CHaIRMAN: Do you wish to have the figures on the main wool 
item? 

The Wrirness: In round figures, they are as follows: The main wool item 
is recorded under three or four headings. Wool in grease: in 1949 we imported 
$6 million worth, mainly from Australia, New Zealand, and the Argentine. 

Our imports in 1949 of wool washed and scoured were valued at $10,545,000, 
‘coming mainly from Australia, New Zealand, and the Argentine. There is a 
small item of wool pulled or sliped of which our imports amounted to $1,260,000, 
practically all coming from New Zealand. 

Mr. McKinnon: That is your rough figure; $6 million in one heading, $10 
million in another; and nearly $2 million in still another. 

Mr. MacponNneLu: What about this processed wool? 

The Witness: We imported almost $18 million worth of wool tops of which 
nearly $16 million worth came from the United Kingdom. 

Mr. Fuuton: You mean, of processed wool? 

The Witness: Yes. It comes under the same item. 


The Vicn-CHAIRMAN: Are the items on page 52 acceptable to the committee? 


Then page 53, item 552 to item 558b? 

Mr. Macponnetu: What are rovings? That is another new word. 

Mr. McKinnon: The term applies in both the woollen and the cotton 
industry and it refers to one of the first large strands to come off the machine. 
Some may be as large as 3 of an inch in diameter before they are drawn down 
and become yarn. 


The Vicn-CHAIRMAN: Are the items on page 58 acceptable to the committee? - 
Then page 54 item 558b to item 558d? Are the items on page 54 acceptable to. 


the committee? Then page 55 items 558d to item 567a? 

Mr. Futton: Does item 561 include nylon? 

The Wirness: Yes, nylon fabric. | 

Mr. Macponnetu: Could we have a rough breakdown of that item of 
eee under item 561? I want to know how much comes from the United 

ates? 

The Wrrness: Five million dollars worth came from the United States and 
about $64 million came from the United Kingdom. 

Mr. MacpoNNELL: Very well. 

Mr. Fuuron: What is that? I see you reduced the preference, or the margin 
of preference from 40 cents to 30 cents per pound. That would give a very sub- 
stantial preference would it not? 


The Wirnuss: We reduced the specific duty from 40 to 30 cents. 


Mr. Fuuton: It is pretty low. Was that 30 cents per pound a substantial 


or a merely nominal preference? 


The Wrrnsss: It depends on the weight of the material. Any fabric and 
woven material of artificial silk comes under this item. Plastic wire screening 
comes under this item because it is woven. The rate on this screening varies from 
60 to 90 per cent depending on the weight of the material. Heavy upholstery 
material may weigh around 8 or 9 ounces to the yard. There is a substantial 
amount of this material imported under item 561. 
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a 
Mr. Fuuron: Is there a substantial industry in Canada? 
The Wirness: Oh yes, several producers. 
4 Mr. Stewart: Does that apply to the last item, sisal? 
The Witness: That was a concession given to India. They asked for it 
and we gave them a substantial reduction. 
The Vice-CuarrMAN: Were there any imports in 1949? 

The Wrrness: They are not separately recorded. There is no record of any 
imports. | 
The Vicr-CHarrMAN: Are the items on page 55 acceptable to the com- 

mittee? Then page 56, item 568a to item 571la? ; 

Mr. Batcom: With respect to item 568b, just for information, would the 
imports there have been reduced actually in the last few years on “gloves, kid”? 

The Wrrness: In 1949 our imports of kid gloves totalled $426,000 of which 
$272,000 worth came from France, $84,000 worth came from Italy, $21,000 came 
from Germany, $17,000 worth came from the United Kingdom, and smaller 
quantities came from Belgium, Czechoslovakia, and the United States. 

The Vicn-CuarrMan: I think Mr. Balcom asked if they were reduced during 
the previous years? 

Mr. Baucom: If you have not got that information right there, do not 
bother. 

The Wrrness: In 1947 the imports under this item were $316,000; but in 
1948 they dropped to $266,000. Then in 1949 they increased again to $426,000. 

The Vice-CHarrMAN: Are the items on page 56 acceptable to the committee? 

Mr. Srewart: With respect to item 570a, is that the item under which sisal 
is given for duty purposes? 

The Wirness: There is another item, 572a. We negotiated this item at 
Annecy and gave it to Haiti. It is not included in this list. Sisal and cane 
straw have a rate of 20 per cent. 

The Vicr-CuarrMAN: Are the items on page 56 acceptable to the committee? 
And now to answer Mr. Stewart’s question you must go to an item which 1s not 
on this page. 

The Witness: It is not in this group because it was not dealt with at 
Torquay. As I said, the rate is 20 per cent. 

The Vicr-CuarrMan: Are the items on page 56 acceptable to the committee? 
Then page 57, from item 572 to item 608b “Oriental and imitation oriental rugs 
or carpets and carpeting, carpets and rugs, n.0.p.” 

: Mr. Futron: Why is there such a high tariff on item 572? Is that purely a 
revenue tariff? 

The Wirness: On item 572? 

Mr. Futron: Yes. 

The Wirness: It is not nearly as high as it was some years ago. Are you 

referring to right now? 


Ud 


Mr. Futton: 25 per cent. 
: The Wirness: 25 per cent, and 5 cents per square foot. 
The Vice-CHAIRMAN: Yes. 


Mr. McKrnnon: It is of course a revenue duty in one sense of the word, in 
that anything of that nature such as an oriental rug or a Persian rug or a Chinese 
rug, may be deemed to be a fit subject for revenue. But in addition to that, this 
is the protection afforded to the Canadian carpet industry. 

Mr. Larne: What about item 586? Are we getting in any United Kingdom 
anthracite? 


180 STANDING COMMITTEE 


Mr. McKinnon: I must first answer Mr. Fulton’s question. There is a 
revenue element in it, but that item does provide ae in the main for the 
Canadian carpet industry. 


Mr. Fuuron: I would have thought even without a duty on oriental rugs, 
there would have been protection for the domestic type of rugs and that a duty 
would not be necessary for protective purposes. 

Mr. McKinnon: You are quite right as regards the arienrale except that 
some Canadian manufacturers are now making an immitation oriental and it is a 
pretty fine type of rug. As far as the customs tariff goes, orientals are not 
separated from the ordinary type of carpet. The item includes oriental, imita- 
tion oriental, and all other carpets except certain particular ones, such as sisal, 
cocoa fibre, manilla, and so on. 

Mr. Futron: That is item 572. Does your oriental not qualify it? 

Mr. McKinnon: No. It really should be read and can be read, as oriental, 
imitation oriental rugs and carpets, and carpets and rugs n.o.p. 

Mr. Macponne.u: Can we have a national breakdown of that item of $10 
million? | 

The Wirness: The United Kingdom supplied $5,834,000 worth. The United 
States supphed only $110,000 worth. India supphed $1,291,000 worth; while 
Belgium and Luxemburg ie $1,400,000 worth. That is just a rough 
breakdown. 

Mr. Crestouu: Are they bul for crane? 

The Witness: No, all kinds of carpets. 


Mr. Macponnetu: The $47 million item for Sei anthracite; what is the 
break-down of that item? 

Mr. McKinnon: While Mr. Callaghan is looking that up, I would like to 
reply to Mr, Laing, who asked if we were getting any anthracite from the 
United Kingdom now. I cannot say positively because we were not negotiating 
at Torquary regarding anthracite. We have simply bound the free entry. But 
I was told by one of the British delegates at Torquay that they were again 
starting to ship anthracite to Canada. I do not know how much, but he told me 
that I would be interested to know that they were again shipping anthracite to 
Canada. They fell out of our market for a while during and after the war. But 
he said: We are again starting to ship anthracite to Canada. 

The Witness: In 1949 we imported over 4 million tons valued at $47 


million. The United States supplied 3,743,000. tons valued at $43,200,000. The 


United Kingdom supplied 326,000 tons valued at $3,950,000. 


Mr. McKinnon: So the United Kingdom has begun to come back again 


to the extent of nearly 4 million tons as against 44 million tons from the United 
States. 


Mr. Srpwartr: Item 597; does it include bagpipes as being musical instru- 
ments? 


Mr. McKinnon: Bagpipes have been given a separate classification. 


Mr. Futron: They are like the Scottish themselves, they are classified as 
settlers. 


The Witness: Bagpipes and parts thereof come in free from England, 
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Scotland or any part of the British Empire. They are subject to 25 per cent — 


if they come from foreign countries. 

Mr. Batcom: It should be 100 per cent! 

Mr. Corr: With respect to item 601, what are the imports under that item? 

The Witness: That is a duty free item. The United States supplied 
$15,225,000 worth, and the United Kingdom supplied only $180,000 worth. 

Mr. McKinnon: Out of the total of $16,294,489, the United States sup- 
plied over $15 million worth. A partial explanation of that would be that it is 


free across the board. It is free under any tariff. Therefore, furs Bidieege 


BANKING AND COMMERCE 181 


pees country could be purchased in the United States and they would still come 
in free. 


3 Mr. Corr: Of all kinds? 


q Mr. Fuuron: Could you tell me what comes under item 608a? What is kip 
leather? 
The Wrrness: It is made from a very young goat. 


Mr. McKinnon: I think it really originated in India where they tan the 
hides of goats and make out of them East India tanned kip. The item has been 
- in the tariff for many years and we were supplied almost entirely from India. 
It is used to a great extent for lining boots and shoes. 

The Vicr-CuHarrman: ‘Are the items on page 57 acceptable to the com- 
- mittee? Then page 58 from item 609 to item 618a? 


; Mr. Macponnexu: Could we have a breakdown under item 616 of that 
$13,488,672? 

The Witness: This item was bound to Indonesia. The imports under item 
~ 616—1 amounted to $13,488,000 of which $10,800,000 worth came from British 


Malaya; $1,658,000 worth came from Ceylon; and $878,000 worth came from 

_ the United States. 

The Vicn-CHaArrMAN: Are the items on page 58 acceptable to the committee? 

; Carried. 

Mr. Crestouu: With respect to item 616, crude rubber, does that not fall 

- under the heading of items which are not manufactured in Canada? 

: The Wrrness: It competes with synthetic rubber which is manufactured in 

Canada. 

’ Mr. McKinnon: The 5 per cent duty was put on long before we ever heard 
of synthetic rubber. That 5 per cent went on in 1932, at which time the 

British represented that we might increase our use of commonwealth rubber, 

_ if there was some small duty in the intermediate tariff. Prior to that time, 

~ Canadian manufacturers could buy British rubber in New York and bring it in 
free; and the British Government felt that it would be of assistance to British 
commonwealth rubber to impose a small duty under other tariffs. The govern- 
ment of the day thought also, that it would stimulate direct shipment to Canadian 

ports. 

Mr. Crestouu: Has time proven that they were right in that judgment? 

The Witness: No. There are indirect shipments yet. 

Mr. Grestouu: But it would give them some measure of protection? 

Mr. McKinnon: Yes. I think that the 5 per cent duty on what I might 
call indirect routing had some effect in increasing the amount that was shipped 
direct, but it would not be very great as 5 per cent. 

The Vicr-CHAIRMAN: Are the items on page 58 acceptable to the com- 
mittee? Then page 59, item 618b to item 647? Are the items on page 59 accept- 
able to the committee? Then page 60, items 648 to 657? 

Mr. Srewart: Is there a tariff on item 624 “ornaments of amber’? Is it a 
revenue tariff? 

The Witness: It has been there for years. The imports are not separately 
recorded. 

Mr. Srewarr: There is an element of protection in it, is there not? 

The Wrrness: There is no protection in it. Ornaments of amber might 
compete with ornaments made of plastic. 

Mr. McKinnon: I think the real explanation was that India was most 
anxious to make an agreement with us. It was very difficult for the Indian 
~ negotiators to find any item on which we could give them a reduction. When you 
have dealt with a few Indian specialties, such as cocoa matting, it is difficult to 
think of much else. Incidentally, they were keenly aware of the fact that we 
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give India the full benefit of the British preferential in our tariff on every item 
whereas Canada does not get preference in India. The Indian negotiators 


appreciate this and did not like to ask for much. Nevertheless, we encouraged ~ 


them for the sake of an agreement, to find some few items on which we could at 
least make a token concession, and this was one of the items they selected. I do 
not think it will amount to anything in the way of trade, but this is one they 
asked for. 

The Vice-CHArrMAN: Are the ieee on page 59 acceptable to the com- 
mittee? Then page 60 items 648 to 657? 

Mr. Core: In relation to item 655a, was mention made at Torquay of 
graphite? 

The Wirness: Item 655a, graphite pencils? : a 

Mr. Core: No, graphite ore, I mean the mineral. Was mention made at 
Torquay of graphite ore? 

The Witrnsss: No. 

The Vick-CHairMAN: Are the items on page 60 acceptable to the Coma 
Then page 61 from item 658a to item 624b. 

! Mr. Macponnewu: What about item 663? Where does that amount come 
rom? 

The Witness: Imports from all countries were valued at about $3 million 
of which $2,700,000 worth came from the United States. 

The Vicr-CHAIRMAN: Are the items on page 61 acceptable to the committee? 
Then page 62 items 711 to item 712? Are the items on page 62 acceptable to 
the committee? Then page 63 item 723 to item 743. Are the items on page 63 
acceptable to the committee? And then page 64 from item 759 to item 808. Are 
the items on page 64 acceptable to the committee? 

Mr. MacponNELL: What about item 800? How much of that came from 
the United States? 

Mr. McKrnnon: I think you will find that it came almost entirely from the 
United States. 

The Witness: It all came from the United States. 

The Vich-CHairMAN: Are the items on page 65, items 815 to 829 acceptable 
to the committee? Then are the items on page 66, item 840 to 857 acceptable 
to the committee? | 

Mr. Macpnonnetu: What about item 844? How much of that came from 
the United States? 

The Witness: The United States supplied . $2,639,000 worth of goods 
imported under tariff item 844. 

Mr. Futon: Is that the stuff the Maritimers drink? 

The Witness: It is not potable. | 

Mr. Baucom: Excuse me! 

The Vicu-CHAtRMAN: Are the items on page 66 acceptable to the com- 
mittee? Then page 67, items 858 to 861? Are the items on page 67 acceptable 
to the committee? 

Carried. 


Mr. Larne: Mr. Chairman, I move that we adjourn. 


The Vice-CHAIRMAN: This is the end of the statement. We shall adjourn 
now to the call of the Chair. 


Mr. Fuuron: What shall we take up next time, Mr. Chairman, the other 


table? 
The Vice-CuatrRMAN: We shall take up the other table. 
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Monpay, June 11, 1951. 


The Standing Committee on Banking and Commerce met at 4 o’clock. 
Mr. Hughes Cleaver, Chairman, presided. 


Present: Messrs. Ashbourne, Balcom, Carroll, Cleaver, Dumas, Fulton, 


Gour (Russell), Harkness, Low, Macdonnell (Greenwood), Richard (Gloucester) , 
Sinclair. 


. 
: In attendance: Messrs. McKinnon, Callaghan, Isbister, Richards, B. G. 
Barrow and P. C. Gauthier. 

: The Committee resumed its examination of the Torquay Negotiations. 

| Tariff Item No. 91 of Schedule B was further allowed to stand. 


4 
. Mr. McKinnon was called and, at the request of Mr. Macdonnell, made a 
: general statement reviewing British preference in Canadian tariff. 

i 

; 


Mr. Isbister was called and also commented on British preferential tariffs, 
Messrs. McKinnon and Isbister were jointly examined. 
Mr. Carroll presided from 4.35 to 4.50. 


; Messrs. Fulton and Laing having arrived, Mr. Richards was called and 
_ the Committee reverted to Tariff Item 91. 


The witness tabled copies of a table on exports of apples and was questioned 
thereon. 


At 5.50, the examination still continuing, the Committee adjourned to the 
call of the ‘Chair. 


ANTONIO. PLOUFFE, 
: Acting Clerk of the Committee. 
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EVIDENCE 


The CuHairMAN: Gentlemen, we have a quorum. We have concluded our 

work on schedule B with the second meeting, excepting the item on apples, and 
as Mr. Fulton is not here but will be here later in the afternoon I would suggest 
that we leave over that item. I believe, Mr. Macdonnell, you indicated that 
when we concluded our work on schedule B that you would like a general dis- 
cussion in regard to British preference, and it would appear as if now is the 
logical time for us to have that discussion. Have you any comments that you 
would like to make or would you rather have a general statement from 
Mr. McKinnon first before making your comments? 
Mr. Macpvonne tu: Perhaps you would allow me to take about thirty seconds 
to indicate what has been on my mind. I do not know whether you feel, 
Mr. Chairman, it is within the terms of reference of the committee, and whether 
Mr. McKinnon wil! feel it is necessary or sensible, but I feel that I would like 
to know the views of our experts as to whether there are any things in the 
general picture of our trade that we should pay attention to at the moment. We 
have our general figures, we know our trade with the ‘United States is at a 
maximum. Nobody believes that the British or Imperial preference is the 
answer to all our troubles, of course, but on the other hand what I am wondering 
is whether it would be worth while to spend a few minutes to ask Mr. McKinnon 
to take us back for a fair number of years and let us have a picture of the 
variations of preferential policy. 

The CHarrMan: The Chair rules you are entirely in order, Mr. Macdonnell. 
Carry on. 


Mr. Macponneiu: Without mentioning names I did happen to meet the 
other year one of the leading Republicans and I was struck with the fact. 
talking about tariff matters, that he said things are going on all right now but 
if we develop an agricultural surplus we will’ be back doing the same thing as 
we did before. Now, would Mr. McKinnon give us a bit of review, just going 
briefly over the situation so as to remind us of what has happened, and then 
taking the present situation give us some information coupled with his views 
as to the direction of our trade, and finally try to put this matter of preference 
into its proper setting? We do not want to exaggerate but on the other hand we 
do not want to ignore it. In some parts of the country it is vital and in some 
parts of the country we are apt to ignore it too much. If that seems sensible 
to you, Mr. Chairman, perhaps Mr. McKinnon could give us a summary going 
back over a considerable number of years but just taking the high spots. 


Mr. Hector B. McKinnon, Chairman of the Tariff Beard, called: 


The Wirness: Mr. Chairman, that is a pretty big order. 

Mr. MacponNeELL: We know we can give you big orders. 

The Wirness: I imagine all members of the committee or most of them 
who are here know even better than I do the background of the British prefer- 
ence in the Canadian tariff. For something around fifty years, Canada has 
extended throughout her whole tariff schedule a preference to other parts of the 
British Empire or commonwealth. This was achieved by a number of steps, 


mostly by differentials or percentages of rates as a preference. 
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Mr. MacponneE.u: Could I ask you just one question? . Did they include 
Crown colonies? | 

The Witngss: Yes. It reached its full culmination when the tariff was set 
up in three distinct columns, British preferential, intermediate, and general, 
and under that three column arrangement a rate was imposed in each column; 
in many many cases, of course, the rate in the British preferential column is 
free. Mr. Callaghan gave you figures showing roughly the number of items 
in the tariff, the number that are free under all tariffs, and the number that 
are free under the British preferential tariff. I think it was Mr. Macdonnell 
himself who commented, when Mr. Callaghan gave that statistical analysis, 
that the actual total of numbers was not a very logical criterion to use. I would 
agree with Mr. Macdonnell, that if you merely count the items it does not 
mean a great deal, because a very large percentage of the numbers might be 
those of items in respect. of which there was very little trade. Mr. Callaghan 
then gave the values of importations and they are all now on the record, under | 
each of these tariffs. I think you will have to discuss the matter of preference, 
Mr. Chairman, from two points of view. First, the impact upon Canada 
represented by the British preference in our tariff, and, secondly, the benefits 
that redound to Canada by reason of preferential treatment that our exports 
get in other parts of the commonwealth. Now, if we take the first one, I think 
it is only fair to say that, in the minds of all people in both Canada and the 
United Kingdom and the other parts of the commonwealth, the matter of a 
preference has been most highly regarded for many many years. All parties, 
—and I am not meaning political parties—all parties in various parts of the 
commonwealth have seen great merits in it and it was only when, because of 
exchange troubles particularly, various parts of the: commonwealth found that 
they could no longer find the dollars to import Canadian goods that in our 
opinion—and I use “our opinion” modestly; I mean those who are responsible 
for negotiating agreements—came to realize that although the preferences still 
exist on paper, in many many cases they have lost their actual value because 
there is no longer any trade under them, and, unfortunately, in some parts of 
the commonwealth at least, not any very encouraging prospect of trade under 
those items. I well remember that at Geneva, when we had to discuss the possi- 
bility of giving up some of our preferences in Australia and New Zealand in 
order that these two countries might make an agreement with the United States, 
I asked the then leader of the Australian delegation to tell me quite frankly 
and candidly how long in his opinion the preference that we enjoy in his market 
on automobiles and automobile parts would be of any value to us. Before I 
give his answer I would remind members of the committee that it was. the 
exports to Australia, New Zealand and South Africa in particular that kept our 
automobile industry going for many years; in round figures exports represented | 
about sixty per cent of the total production in Canada. The reply given to me 
by the then leader of the Australian delegation was that within. three years 
we probably would not be shipping any automobiles or any parts to Australia. 
Now, that was in 1947. He was not then thinking entirely of the difficulties 
arising out of exchange. He had in mind, perhaps first of all, that Australia 
was determined to have her own automible industry and was not only making 
the various components of the chassis and the body, but was actually making 
the engines. Nevertheless, we have prized very highly our preferences abroad 
and in many cases they have given us the opportunity to get into another 
commonwealth market on terms that made it possible for us to take a very 
large part of the trade. Latterly, of course, the trade has been dwindling. 
Australia, New Zealand, South Africa, the West Indies and various of the 
Crown colonies have found it difficult to import goods from Canada, and while 
some of them hold out hope that that particular situation may be straightened 
out in due course there is at the moment not any very glowing prospect that 
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that will come in the foreseeable future. It was for that reason, sir, that at 
Geneva in 1947 we represented to the United Kingdom negotiators in particular, 
that it might be well if we could both get the matter of preferences back where 
it was for several decades prior to that, namely, on a non-contractual basis. 
We told the United Kingdom delegates that there was no thought in our minds 
of suggesting increases in rates of duty against United Kingdom products; 
indeed that we were prepared, as far as we were concerned, to bind against any 
increase the British preferential rates that existed at that stage. Now, I must 
say that that removed one great fear from their minds: That the freeing of our. 
hands in respect of preferences might be a curtain raiser to raising rates against 
the United Kingdom. We undertook to put into the exchange of notes that 
Canada would not raise these rates against the United Kingdom and that the 
rate on any commodity represented in any of these schedules to which Canada 
was a party would remain the ceiling rate. 


Mr. Macponneuu: What is the meaning as between that and contractual? 


The Wirnsss: I was just coming to that, Mr. Macdonnell. On the contractual 
basis, from and after 1982, sir, the preferential margins were bound against 
diminution; that is to say, we could not narrow a preference that the United 


Kingdom enjoyed in this market. 


The CHarrMAN: By giving some other country a lower rate? 


The Witness: Yes, by giving some other country a lowered rate. We 
were bound not to do that, and equally they were bound in their market not 
to narrow our preference. But we raised the whole problem and said: Would 
it not make it easier for all of us to negotiate with third parties if we had a 
little bit of discretion, a little bit of freedom ‘as to margins? I think that what 
persuaded them most that it might not be too objectionable was our willingness 
to bind against any increase every rate to Britain. 

Well, as you know, sir, the exchange of notes occurred and since that date 
Canada and the United Kingdom, in particular, have been free to do as they 
like with each other’s preferences; but in every case that I can recall over the 
past fifteen years during which we have been negotiating with foreign countries, 
in every case that I can recall at the moment, there has been consultation first. 
And in most cases, in spite of the fact that there was no contractual or legal 
tie, there has been virtual agreement before the new rate was struck. 


By Mr. Carroll: 


Q. Was there any increase in British preferential tariffs since the old days, 
generally speaking?—A. You mean in our tariffs, sir. : 

Q. Yes?—A. Did we raise rates against Britain? 

@. Yes?—A. There were a few cases but very very few. There was one 
even at Geneva, if we want to get down to that detail. We wiped out one margin 
of preference at Geneva by raising the British preferential rate to the same 
as the most-favoured-nation rate, that was on tinplate. That was the only 
instance, and the history of that is that such action provided a new scalp for 
the American belt, as the British used the phrase, and it did not in their opinion 
affect them because they did not expect to ship any or much more tinplate to 
Canada. 

@. Was there any increase in the preference Great Britain gave to us?— 
A. By widening or narrowing of the tariff? é 

Q. Any increase in the amount of the tariff, if you want to put it that 
way.—A. No, because we were bound both ways. 

Q. To the present time has there been?—A. No. An advantage to us has 
been that most of our products went into the United Kingdom free of duty 
whereas not all their products come into this market free of duty. 
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The exchange of notes was effected. We negotiated under the new terms 
at Geneva, again at Annecy, and again at Torquay, without, I think, any 
evidence of ill feeling and I hope with mutual advantage. We are still bound 
in a purely contractual legal manner with South Africa and Australia. That 
binding affects many items in our tariff—certain raw materials, foods, fruits 
in particular, sugar—and in none of those items is 1t competent for us to reduce. 
a rate in favour of a third country no matter what we might be offered in return 
for it. In other words, we cannot reduce the most-favoured-nation rate on the 
great number of items in our tariff without the explicit consent of Australia 
and South Africa. 


By the Charman: 

Q. Before you leave the point, Mr. McKinnon, and at the present what 
is the round figure of our exports to those countries?—-A. In dollars do you 
mean? 

Q. Yes?—A. Dr. Isbister would have the round figures for each of those 
countries more readily available than I have. Can we look up those figures 
later, Mr. Chairman? 

Q. Oh yes, I am sorry to have interrupted.—A. At Torquay we were 
approached on a number of occasions by both Australia and South Africa and, 
my memory is, on a few occasions by New Zealand, as to whether or not we 
would raise any objection if, m order to make an agreement with the United 
States or some other ' country they cut by some amount our preference in their 
market. In no single case did we refuse. We said in several cases that our 
preference has been of value to us; that we prized it not alone for its sentimental 
value but for its value in trade; but nevertheless that, if our giving up a part 
of that preference or that whole preference would help them to get some 
concession from some other country that might increase their trade both ways, 
we were prepared to concur in a reduction of our margin or indeed in the loss 
of it. Mr. Fulton, if he were here, would immediately think of apples, which 
preference we gave up in Geneva. in 1947. We would, as negotiators, have 
been very happy if we could have made an exchange of notes with Australia 
and South Africa comparable to the exchange of notes that we made with the 
United Kingdom. I am certain as I stand ‘here that had we been able to 
accommodate one another in that sense probably we all would have made 
better agreements at Torquay. 


Mr. William F. Carroll assumed the chair. 


Mr. Low: What was the difficulty in that you were not able to make agree- 
ments with South Africa? — 

The Witness: Well, in the final analysis, Mr. Low, we got a courteous 
but firm refusal from each of the countries, a refusal to allow us the liberty 
we sought. Now, we must remember that, at Torquay, by the time we got 
these final refusals, both Australia and South Africa and, indeed, New Zealand, 
had come to the conclusion that they themselves were not going to be able to 
make agreements with the United States. I am not suggesting for one moment 
that the attitude was one of dog-in-the-manger; but, knowing that they were 
not going to make agreements themselves with the United States and feeling, 
I think, that probably we were, they did not see that they should yield on that 
point. 

I would like to read one paragraph from the Board of Trade Journal of 
the 12th of May. As you know the Board of Trade Journal is the official organ 
of the Board of Trade of the United Kingdom, a government publication. This 
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is a summary by the Board of Trade Journal of the position of individual 
commonwealth countries as a result of Torquay. I will read the paragraph 
relating to Canada: 
CANAIDA: Under the terms of the Exchange of Letters dated 
October 30, 1947— | 
That is the Geneva exchange of letters, 
—all preferences enjoyed by Canada and the United Kingdom in each 
other’s markets became non-contractual, and Canada is therefore free 
to reduce margins of preference without the consent of the United 
Kingdom. In nearly every case— 
Now, I read that because that is the wording here, but I personally cannot 
recall a single instance, no matter how insignificant the item, where we did 
not approach the United Kingdom delegation in the matter. 
In nearly every case Canada gave the United Kingdom an _ oppor- 
tunity of expressing her views and in many cases was able to put her 
offers in a form satisfactory to this country. 


In other words, we did not demand hide, hair and tail in informing the United 


Kingdom that we would like to make a concession on a certain product, the result 
of which would be to decrease their margin in our markets. 


By Mr. Harkness: 

Q. Just before you go on, Mr. McKinnon, on this freedom to negotiate as 
far as the United Kingdom was concerned, why did South Africa and Australia 
not give us that freedom?—A. Not all items ‘are bound to the same common- 
wealth countries. 

Q. I was wondering to what extent that 1s true?——A. Freedom vis-a-vis the 
United Kingdom meant that we could insert certain concessions into the 
Torquay schedule. Not so as regards the others. ) 

Q. Were there many of these?—A. Not many,. but there were some very 
important items that we should have liked to put in. I continue reading: 

In nearly every case Canada gave the United Kingdom an oppor- 
tunity of expressing her views and in many cases was able to put her 
offers in a form satisfactory to this country. 

In other words, if we had in mind a cut of X in the preferential margins and 
they said they would be happier if we limited it to, say, X less 10 or X less 20, 
we attempted to meet their requests in so far as we possibly could. | 

In the course of the negotiation of a large-scale agreement between 
Canada and the United States, however, some margins of preference in 
Canada to which the United Kingdom attached importance were reduced. 
On the other hand, imports into Canada from the United Kingdom cover- 
ing 1-2 million pounds in terms of 1949 trade will benefit from reductions 
made by Canada in British preferential rates or in most-favoured-nation 
rates where there is no preference. 


You may remember that in Mr. Callaghan’s evidence he stated that at 
Torquay we totally eliminated the preference on forty-seven items. The value 
of the imports into Canada under the entire group of forty-seven, not from the 
United Kingdom only but from the whole commonwealth» was less than $75,000. 
The statement in the Board of Trade Journal is that, although they were hurt 
on certain items, imports into Canada from the United Kingdom covering 1:2 
million pounds in terms of 1949 trade will benefit from reductions made by 
Canada in British preferential rates. 

Moreover, as a consequence of the provisions of paragraph 3 of the 
Exchange of Letters, duties payable on United Kingdom goods are bound 
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against increases on a further 1-1 million pounds of United Kingdom 
trade in 1949 as a result of the new concession made at Torquay by 
Canada in favour of other countries. 


I think that that shows fairly clearly that although we did secure our 
liberty, if you want to put it that way, at Geneva, we have not abused that 
liberty. Indeed we have dealt, I think, very delicately and gently with it and 
as this British government publication says, one net result of Torquay is that 
the United Kingdom has secured reductions or bindings on items which in 1949 
represented a total trade of two and a fraction million pounds. 

Mr. Low: That is what I was interested in, the reaction of South Africa. 
Their fears would not be allayed as a result of that experience? 

The Witness: As you know, sir, wool was the desideratum in respect of 
Australia. That country had. secured a concession of one-quarter of the duty in 
the American tariff at Geneva. There is not the slightest doubt that they would 
have got the whole fifty per cent at Torquay if they had been able to make the 
concessions that the United States was asking or, at least, some of them. But 
apparently Australia felt she could not make any substantial concessions to the 
United States. As time wore on, Australia saw little prospect of a further » 
concession on wool. South Africa is also very highly interested in wool and no 
doubt realized that if the concession did not go to Australia, it certainly would 
not go to Africa. My deduction would be that feeling that she did not have a — 
great deal to get, she probably saw no reason why she should give. Agreements 
really turned on wool in respect of those two countries, Mr. Low. If events had 
made possible a little bit more accommodation among the three that were 
bargaining—the United States, Australia, and South Africa—and if a reduction 
in wool had been compensated for by reductions that the United States could 
have accepted as compensatory, I think everyone would have Jeft Torquay 
considerably happier than they did. 

I have talked largely in terms of eliminations of preferences. There are 
numerous reductions in the preferences enjoyed by the United Kingdom in the 
Canadian tariff, as Mr. Callaghan has explained. It has appeared to me as we 
have been reviewing the schedule of tariff changes that it was the reaction of the - 
committee that in most items there had been a very small narrowing of the 
preference; and, further, that on most items a pretty substantial preference still 
remains. I do not say that applies in every case. If you get down to a rating 
of “free” as against 5 per cent, itis not very much of a preference, and, in a 
case like that there never was very much of a preference. 

My own feeling is we attempted to deal not only generously but justly with 
the United Kingdom in respect of every single item that was discussed. I do 
not know whether Mr. Macdonnell has any other questions. I have not attempted 
much of a historical review, because it seems to me the important thing and the 
thing that is in your minds is, what is happening now and what about the future? 


By Mr. Macdonnell: 


Q. Can you give us, or perhaps you are coming to it, an idea of the amount 
of trade affected over the course of the years by the preference—particularly 
to the United Kingdom, of course?—-A. Our exports to the United Kingdom? 
Well, Dr. Isbister, I think, would have to do that. I have not got the detail 
of those figures. Are you thinking, Mr. Macdonnell, chiefly of the extent to 
which trade may have been impaired ‘by loss of preference in the United 
Kingdom? 

Q. Partly, but I want to vet an idea how important this preference has 
really been? Also, if it is not going too far afield and if it is tell me, what 
happened to us? For instance, you remember those two American treaties 
which did so much damage? Could you give us a little picture at those two 
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times? As I said, a couple of years ago I met one of the leading Republicans 
who said: Don’t forget that kind of thing can happen again—A. You are 
thinking of the Fordney-McCumber and the Smoot-Hawley tariffs. 

Q. Yes. I do not want you to spend a lot of time on it but could you 
complete the picture?—A. At that time we did not have the type of agreement 
with the United States that we have now, whereby we have our rates bound 
against any increase. We were at their mercy at that time, in that we extended 
to them a certain regime, and for their own purposes and in their own time they 
had extended certain concessions but, you are quite right, overnight we found 
the trend reversed. . 

Q. Yes?—A. We suddenly faced a drastic increase of duties in the United 
States. Today, all the concessions we got at Geneva are bound for a further 
three years and, in addition, the concessions we got at Annecy and Torquay 
are similarly bound for three years. I feel that there is no comparison in the 
two situations at all, in that we now have rates guaranteed to us under the 
General Agreement and those rates can be broached or abrogated only by the 
most drastic action on the part of the United States—action which would certainly 
leave us free to retaliate if it came to that. I know you may have in mind 
that the Reciprocal Trade Agreements Act as now going through Congress has 
been worsened. The duration of the Act 1s two years instead of three years. 
Peril points are put in which were not in before and below which the President 
may not go except, so to speak, at his own peril; he does not have to follow 
the advice of the United States Tariff Commission but if he does not he has 
to explain to Congress. The third, and I suppose the most dangerous feature, 
is in connection with products under the Agricultural Adjustments Act. I will 
try to put ‘this in concise and simple terms. Under the former legislation, 
there was a provision whereby any concessions given by the United States to 
a third country enjoying most-favoured-nation treatment would override the 
provisions of the Agricultural Adjustments Act—in other words the Agreement 
would override the domestic legislation. I understand that in connection 
with some, and particularly perishable agricultural products, the law as now 
written is the other way: In respect of any ‘agreement made in the past or 
to be made in the future the concession granted may not conflict with the law. 
In other words, the domestic law may override tariff concessions given under 
an agreement. I understand that this provision may be somewhat watered 
down, because the Senate committee in reporting this change in the Act, did 
say in explanatory notes that the President would have various ways and 
means open to him for dealing with different situations, and that probably he 
would be able to do so in a manner not incompatible with the arrangements 
made with most-favoured-nation countries. 

Q. Would it be a fair question to ask in the roughest manner what 
percentage of our present export trade to the United States would be secured 
to us over a period of years in the manner you suggest?—A. You mean under 
the existing schedules? Would you know that, Dr. Isbister? 

Q. It is amounts and totals I am thinking of —A. That is not just the 
dutiable imports but all of them)? 

Dr. Ispister: Over all it would be in excess of 90 per cent. 

Mr. Macponneuu: Of our total trade? 


The Wirngss: With the United States. 


By Mr. Harkness: 

Q. Take a specific example, beef cattle. If under American legislation 
the price of beef cattle fell to some particular point covered ‘by that legislation, 
then we would be more or less automatically by that law barred from the beef 
cattle market?—A. It would not be automatic. There would have to be 
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cognizance of the obligation. The Secretary of Agriculture, I think, would be in 
a position of having to make representations and/or recommendations to the 
President. I believe that even in the most drastic form which the law has 
taken ‘tthe President does not have to take advice from the Tariff Commission 
or the Secretary of Agriculture; but if nevertheless he felt that for domestic 
reasons and because of matters of high policy, he had to act, then tthe first 
thing that he has to do under the general agreement is to consult us. Now, consul- 
tation as a general rule leads to some accommodation and some arrangement. 
If in the end, nevertheless, he did take action against, for example, our beef 
cattle concession, which we would regard as a most important change in trade 
relations affecting us, we would be free to take any retaliatory action we wished. 

@. Nevertheless, they could in spite of this agreement close the American 
market on beef cattle?—A. I am not a lawyer but, reading the Act in its revised 
form I think he could; but I did state the other day that in my opinion it would 
be unthinkable that he would—and certainly in no case would he do it without 
the fullest consultation. The consultation might involve compensation in some 
other form. For instance if the beef cattle provision were withdrawn, or modified, 
compensation might be offered in respect of other farm products that we might 
deem to be equally substantial or important; or it might be on some other product; 
or failing all that, the government of the day—whatever government it might be— 
probably would feel it would have to retaliate and withdraw from the United 
States some important concession that we had made at Geneva or Torquay. 

@. None of which would help the beef cattle industry?—A. That is true. 
I am not attempting to gloss over the fact that under the proposed rewording of 
the Reciprocal Trade Agreements Act it is not a very encouraging prospect, 
and I think maybe Mr. Macdonnell has that in mind when he recounted his 
conversation with a certain Republican or Republicans. On the other hand, 
our rates of duty are guaranteed to us for three years. 

The United States has a. most intense addiction to the doctrine of uncon- 
ditional most favoured nation treatment—which as I think you know, is simply 
an undertaking by country “A” to country “B” (if they reach agreement) that 
it will not treat country ‘‘B” any less favourably than it treats any other country. 
I have never quite understood the United States loyalty to the unconditional most 
favoured nation principle— 


Mr. Low: Neither have I. 


The Witness: I am saying that, Mr. Low, for this reason: As everyone in 
this committee knows, for very many years the United States has not been 
greatly dependent on exports. She consumes her own production. Over a long 
term of years her exports to other countries have represented perhaps some 6 per 
cent or 7 per cent of her total production. Therefore the unconditional most 
favoured nation doctrine does not mean nearly as much to that country in indirect 
benefits as it means to a country which is very dependent upon exports. Canada 
has been in the latter position for so long, very dependent on exports and, there- 
fore, we stood to gain more from the crumbs that fell from other people’s tables, 
so to speak, than did the United States, that country being rather indifferent as © 
regard exports. Nevertheless, they have an idealistic attachment to the uncon- 
ditional most favoured nation principle that is quite commendable; but I do 
not think it means as much to them in dollars and cents in actual trade as it does 
to Canada. 

Q. 6 or 7 per cent of their production would be a pretty sizeable sum of 
money and it makes for a pretty large percentage of the word’s volume of 
trade?—A. When you put it in terms of dollar value, the absolute amount is a 
big amount, Mr. Low. 
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(Mr. Cleaver resumed the chair.) 


The Cuatrman; But so far as being a peril to their economy it is very small. 
Mr. Low: If they can be made to see that it is all right. 


The CuarrMAN: What is our comparable figure to the 6 or 7 per cent in the 
United States? What do we require to export and import—compared to our 
total production? 


The Witness: That is very hard to say because in prewar years we exported 
a very large percentage—what would you say, Dr. Isbister? 


Dr. Ispister: Probably one-third. 
Mr. Low: It has rapidly changed? 


The Witness: Yes, it varies up and down every year; and so it does with 
the United States. We have used 1949 statistics in committee and I would be 
inclined to say, as far as Canada is concerned, that 1949 was a very big year 
for United States exports to this country. You will remember that, post-Geneva, 
the government had to impose restrictions and embargoes on exchange grounds. 
These applied during all of 1948 and were only beginning to come off towards 
the end of 1948. After such imports had been embargoed and prohibited for a 
considerable length of time, the bars began to go up, and in 1949 exports from 
United States into Canada jumped very very substantially. They regard it as 
a big import year into our market. 


Mr. Low: That was the year when they had a $12 billion favourable 
balance with the rest of the world? 


The Wrrness: But there were many factors which contributed in that 
particular year. 

I do not know whether I have been of help to the committee in any way. 
I had no prepared statement, not knowing what I might be asked to discuss. 


By Mr. Harkness: 


Q. There was one statement you made that I wondered about. Mr. 
Macdonnell wanted to know about the impairment of our trade as a result of 
lowering of the preference market.—A. Mr. Macdonnell meant in the United 
Kingdom, in particular? 

Q. Yes, and I would like your comments on that. To what extent has the 
very considerable decline in our exports to the U.K., which has taken place 
in the last year, been due to this lowering of preference?—A. I would not want 
to be dogmatic on that but I would be inclined to say little, if any, bearing at all. 

Q. You think it is almost entirely due to currency conditions?—A. Exactly. 
I doubt myself that we have lost any trade by reason of the impairment of 
our margins in the United Kingdom market. Even in apples, as Dr. Richards 
would show if Mr. Fulton were here, where we have given up the preference, 
the picture is very interesting. The exports from Canada to the United Kingdom 
have gone up again in spite of the fact that we no longer have a preference. 
In that case there were special factors, too. I think I can say categorically in 
general, although not in detail, that I doubt that we have lost a dollar of trade 
in exports to the United Kingdom because of the loss or impairment of any 
preference. 


Mr. Macponnetu: Would you say that bulk buying has made it more 
difficult to say what the reasons are? 


The Wirness: Exactly. That is one very important consideration. There is 
no question but that bulk buying and state trading means that very often a 
preference is not a factor in the transaction at all or, if it is a factor, itis a 
hidden factor that you cannot very well appraise. 
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Dr. Ispister: I wonder if it might not be added at this point, with regard 
to the large number of exports we sent to the United Kingdom in the 1930's, 
and the larger part of what we sell them today, that these consist of Canadian 
basic products which are on the whole of better quality and lower price than 
can be obtained in the outside world from elsewhere. The sales to the United 
Kingdom amount to higher net revenue to Canadian exporters and without the 
preference they are still the cheapest and best products of their kind which can 
be bought on the United Kingdom market. Therefore, it is difficult to say with 
regard to the vast bulk of exports to the United Kingdom that the volume of 
sales has been affected very much, outside the field of miscellaneous manu- 
factured goods which have never been large in volume in the United Kingdom. 

Mr. Harkness: Still, we have had a very great reduction in a number of 
important products. I would mention, particularly, bacon. 


Dr. IspisteR: For other reasons. 


Mr. Harkness: Yes, but nevertheless there has been a very important 
reduction in many important items? 

The Witness: That was not in any way the result of a loss of Weetereae 

Mr. Harkness: I am not suggesting that. 

The CHAIRMAN: Is there a table that can be made available to the com- 
mittee without too much trouble, showing our favourable trade balances with 
the United Kingdom and our deficit trade balances with the United States, say 
since 1930? 

The Wrirness: Yes, that could be produced. 

The CHarrMAN: I would like that on our records. 

- Mr. MacponneELuL: Can we get it in dollars and in quantity both, or does 
that make it too difficult? 

The Wirness: There might be certain commodities where we might cet 
quantities but in the main it would be only dollar value. 

The CHairMAn: Am I correct in assuming that on account of the exchange 
situation our credit balance of trade with the United Kingdom dropped very 
substantially and we just had to get other markets? The improvement in our 
deficit trade balance with the United States has helped to take up the slack? 

The Wirngss: Yes, that is true in general terms. 

The CuarrMAN: Well, in order to achieve that improved trade position in the 
United States—and this is the question in my mind—have we given the United 
States any compensation that might be considered as prodigal or considered as 
impairing our future trade relations with the United Kingdom sauee times become 
normal again? 

_ The Wirness: No, sir. In respect of that question, the one commodity I 
might think of that would fit in general into your query would be anthracite coal. 
Britain did prior to 1947 enjoy a preference in this country. It was small— 
50 cents a ton. As you know, Britain had dropped out of the market during the 
war and, in 1947, at Geneva, we eliminated that preference for purely domestic 
reasons—on the grounds that we had little or no anthracite in Canada and, 
further, the United States had dealt with us pretty reasonably all through the war 
in giving us a fair portion of their supply. We eliminated the preference on 
anthracite coal. At the time, that did disturb the United: Kingdom government 
very greatly but, on the other hand, I think they attached undue importance to 
the matter of 50 cents a ton on coal that may have been at that time worth $10, 
$12, and $14 a ton. It was a very small preference and now, apparently, although 
the preference has gone, United Kingdom anthracite is again coming into this 
market. Indeed, there was a day, as many in the committee will remember, 
when Welsh coal for blower use had a growing and expanding market in this 
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-eountry without relation to the preference or the duty or anything else; and if 


they can put that coal here again, they will still have a market for it. 


By Mr. Carroll: 
Q. Is there a duty on anthracite coal coming into the country now?—A. 


Not now. It is free since 1947; but there is a duty on soft coal. 


Q. I think I am more or less responsible, in my way. There is still a duty 
on American anthracite?—A. No, that was removed after Geneva. It is now 
free under the British preferential tariff and free under the m.f.n. 

Q. And the duty on bituminous coal was reduced from 75 cents to 50 cents? 
—A. To 50 cents. 


By Mr. Macdonnell; 


Q. Did I correctly understand you to say, Mr. McKinnon, that of our total 
exports to the United States, 90: per cent—not of those dutiable but 90 per cent 
of the total—are assured to us by the methods you mention?—A. Dr. Isbister 
supplied that figure. I do not know if it included “free” and “dutiable’”—but 
certainly it applies to the “free” items; there is no question as to that. 


Dr. Ispister: 90 per cent of the over-all total. 


By Mr. Macdonnell: 


Q. Does that mean that beef cattle is one of the exports that comes in the 
10 per cent non-secured?—A. No. 

Q. I did not think it was that.—A. By ‘secured’ all we mean is that the 
concession is in a schedule and the schedule is bound for three years. If they 
were to take action under the revised Trade Agreements Act to withdraw the 
concession, then it is not secured in quite the same sense of the word. 

Q. Well, I do not want to press this, but as I listened to your answer to 
Mr. Harkness, I was not quite able to square it with what you said before; and 
I did not quite fully understand because it seemed to me you indicated to him 
that the thing was pretty well at large—that all bets were off and we would make 
a new deal. You emphasized the fact that we could retaliate if we wanted —A. 
I did not mean to convey that impression. Beef cattle, along with all the other 
things that make up the 90 per cent, are included in the schedules to the agree- 
ments. Those rates of duty are bound against increase for another three years. 
It was in that connection I said it was unthinkable, to my mind, that anything 
would happen to that item but I did not want to go on record as saying that in 
any case nothing could happen to it. If the President, under this new legislation 
were to decide that, regardless of obligations under the General Agreement, he 
was going to restrict our concession on beef cattle, then we have the right of 
reprisal, of retaliation, by the withdrawing of concessions we would deem to be 
compensatory—although, as you said, that would not help beef cattle producers. 

Mr. CarroLtu: It would be a good thing for poor devils like myself who have 
to pay so high for their meat at the present time. 

Mr. Reisman: I was just wondering if it was worth adding that nothing the 
United States can do by way of its own domestic legislation alters in any way 
their obligations under the General Agreement. . 

The Wrrness: It does not alter their commitments under the General 
Agreement. 

Mr. ReisMAN: In other words, regardless of what their legislation says 
their President might do, it does not change their obligations to us by virtue 
of items included in the schedules. It not only applies to beef cattle but to 
all items in the schedule. Nobody can guarantee that a country under no 
circumstances will abrogate their obligations. 
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The Witness: That is what it involves; and that is what I mean in using 
the word ‘secured’. 

Mr. Macponnetu: Well, you pointed cut that was the substantial difference 
between the Smoot-Hawley and Fordney-McCumber situation—where we had 
no umbrella of any kind? 

The Wirnsss: In those times, what happened was purely a unilateral act by | 
the other country and there was not much we could say or do about it. Now, 
we have obligations or commitments bound to us for another three years and, , 
therefore, I say it would be a most serious step for the United States to 
contemplate withdrawal of concessions which would in effect, constitute violation 
of her undertaking. 


By Mr. Carroll: 


Q. Have Canadian rails a preference in South Africa, New Zealand, and 
Australia?—A. You mean street railway rails? 

Q. Yes? I remember there was quite a commotion in the industry some 
years ago—around 1929—when those three countries cancelled that preference. 
I never knew the reason but it did look to me as if it was a little bit of bad 
faith on the part of some people——A. All Dr. Isbister can say is that they 
were not discussed at Torquay. I remember, myself, in the 1920’s that we had 
very large exportations of rails—particularly to South Africa. 


By Mr. Macdonnell: . 


Q. You were, I think, going to give us 4 figure, notwithstanding the qualifi- 
cations that have been made since, showing the amount of trade we did with 
other countries—at any rate with any commodities that were subject to a 
preference. Do not let us say the preference was responsible, but would there 
be readily available a figure showing how large the commodities in the preference 
bulked?—A. Are you thinking in United Kingdom only or other countries? 

Q. I was thinking of others but mainly the United Kingdom.—A. Trade 
and Commerce would have to prepare such a figure. I have not got such a 
figure off-hand. 

Mr. Issister: I wonder if I might make a comment on the structure of this 
trade without attempting to reconstruct the figures and as the result of that 
we might be able to go ahead without them. 3 

The Witness: In respect of Mr. Macdonnell’s question, you . are giving 
the background. 

The CuHarrman: Mr. Isbister, before you give that general statement would 
not the inter-Empire trade that takes place actually take place under the 
preference? 

Mr. Ispister: I was going to say— 

The CHAaiRMAN: That is the point: 


Mr. MaAcpoNneELL: Could I just interject this? I take it that what we are 
groping for, and maybe it is not to be found, is to know whether if the situation 
changed so that you have the United States with large surpluses they could be 
pretty realistic in finding ways of not suffering too much themselves. Now, all 
I want to clear my mind on is, are there things which we should be doing 
outside the United States to try to broaden the base of our trade and, incidentally, 
I understand there have been recent visits, either formal or informal, from 
Lit representatives of other commonwealth countries here in the past short 
while. 

The Witness: Dr. Isbister is on the committee that met those groups 
whereas I am not, and I think he could give you information on that. 


Peer SL 


BANKING AND COMMERCE 197 


_ Mr. Ispister: I would like to make a few comments, first about the United 
Kingdom, Mr.: Chairman. If you will look at the commodities which have 
always accounted for a very large part of our sales to the United Kingdom you 
will find these are the products, these are raw materials, food stuffs, products of 
agriculture, forestry, mining. In other words, base metals, including aluminium, 
zinc, that kind of thing. In the wood products field, lumber, pulp and paper; 
, in the foodstuffs field, a large number of products of which the largest single 
one has been wheat, live stock, bacon; in the dairy products field, cheese, pro- 
cessed milks, and then apples. Now, these things, as I said before, have always 
_ been and are today of their kind in almost-every case the cheapest and highest 
quality product in the world market. In other words, we are singularly for- 
tunate that our export products are things which are quite easily come by at 
competitive prices and at good qualities elsewhere. Now, the market for these 
products has always been a more attractive market in the United Kingdom 
inclusively because of the existence of the preference which you might say and 
always giving the supplier a chance to obtain a higher price for h's product 
under the preferential tariff in the United Kingdom, but in this whole field of food 
stuffs, minerals, and materials, papers, lumber, it 1s very difficult to say if the 
existence of the market itself has ever existed on account of the tariff preference. 


_. Mr. Harkness: That would not be true of bacon, would it? 


Mr. Ispistrer: Well, you may be getting close to the margin of my generaliza- 
tion but I think that even in that case that would even stand up. | 


Mr. Ricuarp: In the case of bacon, Dr. Isbister, our price would be higher 
than certainly the price that the United Kingdom is paying for bacon on the 
continent or from other commonwealth countries. 


Mr. Isuister: I am thinking of the fact that during the war or since the 
war, rather, during the period in which the United Kingdom has attempted to 
reduce her dollar purchases to an absolute minimum that she has in fact returned 

to the Canadian market year after year for quantities of bacon. In other words, 

/ these generalizations I have made is that we do have exportable surpluses which 

are very much in demand at prices which buyers in fact have been eager to 
pay. These generalizations are difficult in recent years because the extreme 
volatility of the United Kingdom market has been demonstrated. Her shortage 
of dollars has forced her to eliminate purchases quite arbitrarily. 


- Mr. Harkness: I am sorry to have changed your train of thought but it 
: seemed to me that that generalization had not applied over the course of the 
years. 
: Mr. Ispister: The field in which preferences have undoubtedly been of a 
: ereater assistance to our exports has been the field of miscellaneous manu- 
factured products of. many kinds. You might refer to those industries which 
are ‘based in Ontario and Quebec, as producers of footwear, and textile field, 
and household appliances, but in this field Canadian manufacturers have never 
been able to compete ‘in the United Kingdom market as effectively as they have 
in other parts of the commonwealth, and that leads me to make a few remarks 
about other countries in the commonwealth. My own extemporaneous con- 
| clusion about the value of the preferential market in the United Kingdom is that 
it has never been essential to us in the raw materials or foodstuffs field except . 
in relation to particular items. In the manufactured goods field while it has 
made a preference available to Canadian manufacturers in a wide range of 
products, even with the preference traditionally Canadian manufactures have 
found it difficult to compete in the United Kingdom which in itself is the home- 
land of miscellaneous manufactures, so that while you could look at the prefer- 
ence on paper and see that undoubtedly in many fields they have accounted for 
additional business in the United Kingdom market even I would not arrive at 
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the conclusion that these have been the basis of the bulk of our trade or have 
been the sine qua non of the bulk of our trade. 


Mr. Macponnetu: Before you pass on, could I ask you one question? 
Am I right in thinking that there have been times when the Argentine was 
quite a threat to our market? I realize the difference of quality enters in there. 
Am I wrong in thinking that years ago the Argentine, which I think does not 
have to store wheat as we do, were quite a threat to us and that there were 
periods during which the preference was effective. 


_ Mr. Ispisrer: I am sure that is true, sir, and particularly in the 1930's, 
during the period when prices competition was very severe. 


Mr. Harkness: Argentine does not have a long rail haul for her produce as 
we have, and that gives them an advantage on cattle, wheat, and so forth, 
apart from advantageous climatic conditions. 


Mr. Issister: In relation to the overseas commonwealth, and Empire 
countries which I would like to mention just very briefly, I am sure that more 
Canadian exporters have started in the export business in relation to the 
British West Indies perhaps than to any other parts of the overseas colonial 
territories, and I suspect that that probably is true of the commonwealth as 
well, but it is true that we have received preferences on a great many of 
the manufactured foodstuffs and processed raw materials in colonial territories 
along the same lines as we have received in the United Kingdom, and, just as 
in the United Kingdom, these preferences have undoubtedly assisted the sale 
of our basic commodities in the sense of giving us a price advantage. In other 
words, if times were bad and sales depended-on small margins of price competi- 
tion, then the preferences might assist a great deal, but the generalization 
remains true over the years, and the larger number of Canada’s exportable 
raw materials and foodstuffs that over the long run were in a very competitive 
position in relation to other countries in our major fields of produce of this 
kind of thing. On the other hand the people who have depended for an export 
market on colonial overseas territories of the United Kingdom and on the other 
commonwealth countries are to a very large extent manufacturing industries 
and you can name a very long list of- manufactures, including textiles, piece 
goods, processed foods of many kinds, household appliances including stoves 
refrigerators, kitchenware, washing machines, and, then, automobiles to which 
Mr. McKinnon referred which have found substantial export markets overseas 
in Australia, India, all the commonwealth countries and markets of genuine 
value in the colonial overseas territories. Now, not only have manufacturers 
found export markets in these overseas territories but the generalization 
I think would stand up with regard to the decade of the 1930’s that practically 
speaking their only overseas markets were found in the other commonwealth 
countries and in the colonial territories of the United Kingdom where they 
received preferences. This was the basis of Canadian export of manufactured 
goods during the 1930’s. Now, these are, of course, the people who have been 
terribly hurt by the import restrictions which have been part of the dollar 
saving programs of the United Kingdom and sterling area countries, the thing 
that has hurt us more than anything else, I believe, has been the exclusion of 
Canadian manufactures from traditional markets in the British West Indies, 
in other colonies, in Australia, New Zealand, and South Africa. 

Now, if you look for the area in which serious injury has been effected in 
recent years here it is: The miscellaneous manufactured goods market. Now, 
this was the generalization, just a few comments on generalities that I wanted 
to help extemporaneously, in a desire to be helpful. My rough conclusions 
would be just to repeat briefly that in the past our market for manufactured 
goods in parts of the British Empire and commonwealth outside the United 
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Kingdom have not only been assisted by the preferential system but indeed the 
market was created and based upon the preferential system. 


Mr. Macponneuu: And what about motor cars? 


Mr. Issister: Motor cars and many other manufactured goods, but a large 
number of these. On the other hand in our largest export fields are materials 
and foodstuffs; products of farms, mines, forests. While it is undoubtedly 
true that the system of preferences in the United Kingdom and in the colonies 
has put our products into a stronger position in some times more than others, 
at no time I suspect could it be claimed that the market depended upon the 
existence of a professional system. 


The Wrrness: Is it not true, too, that many of our best producers of 
miscellaneous goods who had built up very considerable markets in commonwealth 
areas, found themselves finally either forced to abandon that market or to’begin 
manufacturing operations in one or other of the commonwealth countries? 


Mr. Ispister: That has happened. 


The Witness: I am thinking, for example—and perhaps I should not 
mention the firms—of washing machine manufacturers in Canada who found 
that, for one reason or another and despite the preference, it was prudent for 
them to open a brach plant in the United Kingdom or in South Africa or in 
Australia. In many cases they did it and I believe are doing quite well in those 
branch plants in their adopted homes. 


The CuatrMAn: And the exchange problem? 


Mr. Harkness: From all that it would perhaps be a fair generalization to 
say that the British preferences have been of great value to us both as far as the 
basic industry is concerned as well as the manufacturing industries when there 
was a plentiful supply of goods; in other words, when there was a buyer’s market. 
But when you get into a situation as exists today, a seller’s market, they are of 
much less value. 


Mr. IssistER: Well that is even a little more complex than that because a 
year or two ago we were approaching a position where there was a very 
plentiful supply of all kinds of goods but the United Kingdom and sterling area 
countries were still saving dollars and the preferential system did not help us, 
but to your statement has to be added additional the fact that preferences are 
of assistance to us perhaps most in a period when there is a glut of goods and 
therefore price competition becomes important; secondly, in a period that the 
United Kingdom and the sterling area have their markets open to us. 


Mr. Harkness: What I was coming to is that these preferences may, in the 
future, if exchange defects get ironed out and if we get into a situation where you 
have a buyer’s market throughout the world again, be of very great value to us 
once more. : 


Mr. Ispister: They may well be and of course that is the aim of everyone 
involved in negotiations in this field. 


Mr. MaAcponneE.Lu: Following that I would like to ask a question, going 
back to something Mr. McKinnon said a while ago. You understand, 
Mr. McKinnnon, in the case of Australia there was an entirely new situation 
set up quite apart from exchange, that they were just going to do things for 
themselves. Now, I would like to ask Dr. Isbister, before we get into exchange 
difficulties, how did we find our trade in the British colonies? Did we find it was 
difficult to go in there, that Britain had the inside track, or did we find that we 
got a pretty fair run for our money? I had a little experience in the case of 
Jamaica some twenty years ago when I was in business. We eventually did 
get in and sold some rails from Sydney, but we had difficulty. Now, what is the 
general experience? 
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| Mr. Ispister: The best way to answer that question, sir, would be to, I 

think, repeat some of the views of our trade commissioners in those parts of 
the world because as far as I know all of our trade commissioners, those in 
the British West Indies, in Malaya and in Singapore and in other parts of the 
overseas colonial territories are all of the impression that if only import controls 
could be relaxed or removed so far as they affect Canadian goods that traditional 
markets are available to us to be re-established in those parts of the world. 
That is to say, in very many fields the Canadian goods established their 
reputation, their quality, and the people in these countries would very much 
like to be able to buy them again. 


Mr. Laine: Dr. Isbister, how.many years after we wrote the agreements 
in 1932 could we assume that the full effect of the preferences were felt? Three 
years? Four years? The Imperial preferences were written in 1932 and were 
hailed as being of immense value to Canada, and I agree. At that time we, 
because the world trade had more or less come to a standstill, decided to trade 
within ourselves. But how many years elapsed before the full effect of the 
Imperial preferences became felt in Canada? Shall we say three years? 


Mr. Ispister: I am afraid’you are addressing the question to the wrong per- | 
son, sir, because at that time I was still a student. I would like to say though 
at that time unemployment was becoming worse and worse, the world situation 
deteriorated, trade instead of growing, diminished, and I do not honestly believe 
that anybody could examine the trade figures of those days and tell you how 
long it took the Imperial preference to achieve its full effect but to the extent they 
had a constructive effect it was a case of building up where the totals were con- 
tinually falling. 

Now, I know that has been a subject of study and inquiry. 

Mr. Laine: They were hailed in 1932 as a life saver. I want to know what 
kind of a life saver they were. What was the value of our exports to the United 
Kingdom and our imports therefrom and the fraction of it to the trade which 
we have had for many years since—both export and import. It would be a very 
small fraction I suggest, but we might get those figures. 

Mr. Macponnetu: I think that would be a very interesting figure. 

The Witness: Those figures could be obtained. 


Mr. Macponneuu: I had an idea, but it is only an impression—and 5 
agree with you it was an emergency situation—that the improved results were 
rather rapid. 

Mr. Laine: They were of great benefit to British Columbia lumber, I 
remember. 


Mr. Futron: In connection with a debate in the House sometime ago— 
I did get figures. I have not got them in my head but I remember the trend 
and they were placed on the record. I am talking now about export trade with 
the United Kingdom, export trade with commonwealth countries other than the 
United Kingdom, and then our trade with all countries. I think in the first two 
cases the increase was immediately evident in 1933 and it continued to rise from 
1933 on. In the other cases I think the increase was not evident until 1934 
when the figures showing dollar value of our exports began to rise again. 

They were placed on the record at that time and no one took exception 
to them or said they were inaccurate. I made a statement which was not con- 
tradicted, that after 1932 almost immediately the volume of exports began to 
rise again whereas up to 1932, over the last few years before 1932, they had 
shown a constant decline. I will get those figures. 

Mr. Ispister: One of the historical facts which I suppose should be borne 
in mind in relation to such a study is that a housing boom started in the United 
Kingdom in the early 1930’s, at a time when almost everything else in . the world 
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was going in the other direction—declining. What increase in sales of lumber 
would be specifically attributable to the housing boom and what to the prefer- 
ence would be a matter of debate? 


| 
x The Cuarrman: Mr. Fulton and Mr. Laing are still here and as we have a 
_ few minutes, Dr. Richards might place on the record the material which he 
prepared in regard to apples. 


CANADA—EXPORTS 


| | 
Calendar year| Belgium |Netherlands| Brazil France Norway UE, aa eee 


Thousand bushels 


See 60 66 12 12 0 5,514 9 
1 eS See 36 72 15 2 7,422 36 
BER Si U «5's os 108 66 81 TB Oba it ue an ee , 4,281 39 
PRI eee 5 .1.8c's, oh cog oh kU AS fines ae LOB Pes ais va’ Wokans the, wate RR asa? 3,453 915 
LC ni any Miawiresta whoa eet lS i Eden ira et Ay SLUT) Pha tlen's ai. d si tee eth wee: 1,344 1,419 
Al) ie ee Bes Oey oe DED ar Yvan ies Gawkers kad & ache Saul Biel Re arent ara 1,545 
Pee ag Gets dus Beet eka ne dae Beal Cited a «0 ek al otis RM eke ae 1, 580 1, 637 
Co UGE RS ee eas He IS ep eatery Palas Note Tie |EMieuolns «Tig phe trace Ae eas 2,289 2,362 


UNITED STATES—EXPORTS 


Calendar year| Belgium |Netherlands| Brazil France Norway Late Canada 


Thousand bushels 


ee 422 469 133 885 44 3,345 211 
ae 1,138 1,134 130 1,450 199 4,594 172 
i) | ey 423 1,070 135 1, 234 59 3,411 128 
Ue ten ss xs 151 8 LBD | Sash datos 0 348 119 
i" CURE Erie 222 38 78 0 0 1,361 425 
POR SOR oa. sx 144 12 Bar (Rene yee ak at 0 64 
1 Ee ae 184 25 EY Te inetd Gk fteSismaagte heen 186 
cL) RAM aa 234 130 pd CSC eey ONE EY Ree Pia igs 831 104 


NOTE: 0 = Less than 500 bushels. 
SOURCES:, Canadian and U.S.A. trade statistics. 
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U.S.A.—APPLES 


PRODUTCION AND UTILIZATION 


‘ Hee yg Processed 
Production Utilization Fresh ’ 

Calendar year (commer- Soni 2 
cial) Domestic | Export and waste 


Thousand bushels 
eval UM SiR ne Nes NC ean SO Tae Ong ee Pen hae) 153, 169 90, 222 7,901 55, 046 
FOR ee Tenaga! ACE NUE Henan My 105,718 63,785 11,761 30,172 
OES SCE a ies I Se Nee aE SU Oh BeSAU APOUI AIA 139, 247 75, 460 8,379 55,408 
LOR eM Mey Teeter NES i Ne ae Se 119,410 73, 510 2, 864 43,036 
Pee Re ORS AORTA CoS Lata Toned ta TSMR IW aa I) 113, 041 72, 272 4, 553 36,216 
EEE RD Oa IS NON SANGRE Su CAE APRA PMN: CaM Mle ies aii 88, 407 61,246 2.138 25, 023 
POR yO ee a ESS ere Ol Ba ener I aan 133, 742 78, 148 1,853 53, 741 
POBDA il leek een Rif ie VC) Mae) 5 eee a a HOO4GO eee as i BOOT TT Oren po aihy 


(a) Preliminary. 


Source: U.S.A. Agricultural Statistics, 


CANADA—APPLES 


PRODUCTION AND UTILIZATION 


Utilization Fresh 


Crop year beginning July 1 Production | Available Processed 
fordomestic}| Export 
consumption 


Thousand bushels 


iL: eno SAN nrcild Wiig gre cha eit en Whe alana Tee lr aan eg ee ae pe 15,172 6, 231 6,724 2,587 
BU GGR Geen ioe ice Sou a civ RIE ain elglu ante Bait es ai cata aoe been Med 15; 667 5,912 8, 463 1,463 
BOUL iis please ati uan! SaC he ip hc ahead Rudd Gy 16,429 6,915 4,021 5, 641 
MU ees eta iese seers Clpie ows ar eae aa aL NAGS a Sead ie a 19, 282 8,229 6, 006 5,409 
DOA ies ie Mv AR oneiy Si Ute Bila Sh mow Bs cary It RU MICHA RR 15, 619 9,498 2,144 4,199 
PORE ee kU ry gi De Ae set SEAS ANTE MG eA ge RG Bla LI AR 13, 404 1 OUC5 2,848 2,982 
Le ROSE GR AGA A Sara ROL CRUE ENUM cn Rao gS EE FIC a 18,151 9,102 5,441 3,816 
a) ear eee Pm ne EO A ae ar Sante MR CA TI 16,091 9,155 3, 664 3,376 


(1) Preliminary. 


Source: Dominion Bureau of Statistics. 
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LU 7 CANADA 
TRADE witH U.S.A. 1N APPLES 
Exports Imports 
Calendar year to rom 
U.S.A. U.S.A. 
Thousand bushels 

OL CSIR a CTE ie tei, Pe oe th, Cae ER ERAS PEG ARR et Line SN Gand pa ti 9 [ 211 
SEN See OM St, Fa ante Ac EN ea nS Pee at Ns edu We dvd a oleh EAR a de a mee, ae er epee eae 36 172 
WUE RT SS, A, Eo CR CTT oe iby lela RIG PR I, Paar ie 39 128 
UE eer a Ne SA ee oe Se ae sg ee ee odie craton 690 97 
Depeernara he ft PDs eR MaDe Bre ee GRY Ot soli, ak teal AA LSE Gide MO 99 56 
oS a eae enti eye 6s SR fie OL CRE: Mie € Ley ete am Oe Bh RB GNI aly? 459 336 
ROME ARIMN he a) Se. Re) ReRL a ee aan RU ay te A La ed NT ann aA eve 303 103 
(pk 1 ae as a meg BER! Th Ee. OF Tar WE haa oY = RT eat NN RA phat gE PAL ar 1,827 16 
1 OO TPO eh Ace ASUS AE TIALS DER ean TOM fea RME Rte! ep 807 97 
ReenmPI tM es L/S. 2 ye ne Arm eNOS ROB LC Le Mobi lik CA deh Ur'V a 4 fais hlS ee tala a Pallas icles CIR 915 119. 
SNEWS pe dd AOR ORS Da ge CRE LN, ON 2s a eo Ree doel Re De RMT REE ro OSE bi Wi 1,419 425 
RCTS Sie YE Vics ty Pink teem macs dutem (WU hema eR R RLS Pi ble elias, Gata 1 TUM (A a ee) Ore iY 1,545 «664 
OS TES De ee Pate ay ST Mir Met, cn EMTs or ee een mL 2 A 7 1,637 186 
CIEE 58 8 ST PORE AP PUR Soa ey «Pet ig 8) i! Me OEE GE Re ee aR aS A 2,362 104 


Source: D.B.S. Trade of Canada. 


APPLES 


PrRopvUCcTION IN Specirrep CountTrigs, AVERAGES 1935-39 AND 1940-44, ANNUAL 1947-50 


pe 


Average 
Continent and country 1947 1948 1949 1950 (+) 
1935-39 | 1940-44 
Thousand bushels 
NORTH AMERICA 
COANE a i 14, 560 13,459 15,619 13, 404 18, 151 16,091 
United States.......... 127,311 113, 787 113,041 88,407 133, 742 120, 499 
EUROPE 

Belgium 5,435 6, 103 13,779 8,216 18,372 13,779 
Se CoC a el ae 2,818 4,593 6,430 11,482 6, 889 12,860 
France: 

Dessert and cooking 10,499 9,724 16, 369 13,411 16, 796 18,422 

Co epee ee ae 153,973 114,570 73,412 72,028 118,118 192,009 
Germany: 

Western Zone...... 36, 116 34,099 38, 682 24, 200 27,900 49,700 

Eastern Zone....... 10,788 7,676 8,618 5,400 6, 200 11, 100 
TOME Ge ay ae ks F- eR» 12,923 14,786 22, 206 17,379 30, 948 23,483 
Netherlands........... 3,631 4,048 10,978 7,946 15, F 12,630 
PENNE s 4 ore... katt,’ 1,080 798 1,188 1, 654 717 2,704 
SR a ea 4,770 3, 809 5,603 8,038 7,762 9,691 
SwihmerTiaAnd. Wi... ew ch... 16, 452 2D; oDo 17,453 29,854 11,942 30,313 
United Kingdom: 

Dessert and cooking 10,597 13,831 27,753 17,873 24,005 21,467 

Ree let wa) 5 3, 427 3, 256 4,951 3,948 5,026 5, 119 


a 


(1) Preliminary. 


Source: United States Department of Agriculture, ‘‘Foreign Crops and Markets’’, April 16, 1951. 
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The CHairMAN: Would you care to make a general statement which would 
perhaps be ‘helpful? | . ; 


Dr. Ricuarps: Mr. Fulton requested a statistical tabulation showing 
exports of Canadian apples, before and after the Geneva agreements, to 
countries which had granted tariff concessions on apples at Geneva in 1947. He 
is interested in knowing the effect of the tariff concessions on apple exports. 

For the tabulation I have selected seven countries which granted tariff 
concessions at Geneva. They are: Belgium, the Netherlands, France, Norway, 
Brazil, the United Kingdom, and the United States. Trade in apples with other 
countries which made concessions was insignificant before and after Geneva, 
and they have not been included in this tabulation. For this presentation I 
shall deal with those countries in groups. Detailed statistics for individual 
countries can be obtained in the record by any member of the committee. 

In the three years, 1937, 1938, and 1939, Canada exported to Belgium, the 
Netherlands, France, and Norway, a total of 399,000 bushels or an average of 
133,000 bushels annually. I omit the war years 1940 to 1945. In 1946 and 1947 
there were no apples exported from Canada to the four named countries. The 
Geneva tariff concessions became effective on January Ist, 1948, and, in 1948 
Canada exported 9,000 bushels to Belgium. In 1949 exports to Belgium amounted ~ 
to 22,000 bushels, and 1,000 bushels went to Belgium in 1950. No apples were 
exported to The Netherlands, France, or Norway in this period. In fact, no 
apples have been shipped from Canada to those countries since 1939. 


The CHAIRMAN: Well, eentlemen, we have ceased to have a quorum. We 
will meet either Friday of this week or early next week. 


The committee adjourned. 
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REPORT TO THE HOUSE 


TuHurspay, June 28, 1951. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 


TENTH REPORT 


1. Pursuant to the Order of Reference of the House, dated Monday, May 
21, 1951, your Committee has considered the subject matter of the Torquay | 
negotiations, namely, The Final Act of Torquay; The Decisions Agreeing to 
Accession; the Torquay Protocol to the General Agreement on Tariffs and 
Trade; the modifications of the Schedules to the General Agreement on Tariffs 
and Trade resulting from the Torquay negotiations, and the Declaration on 
the Continued Application of these Schedules. 


2. Your Committee has heard the following witnesses: 
Mr. H. B. McKinnon, Chairman of the Tariff Board;. 
Mr. W. J. Callaghan, Commissioner of Tariffs; 


Dr. C. M. Isbister, Director, International Trade Relations Branch, 
Department of Trade and Commerce; 


Dr. E. A. Richards, Principal Economist, Department of Agriculture. 


3. Your Committee has also heard and received representations on behalf 
of the Canadian Importers and Traders Association Inc., through Mr. M. E. 
Corlett, of Ottawa, Ontario, and was in communication with the Canadian 
Exporters’ Association, the Canadian Chamber of Commerce and the Canadian 
Manufacturers’ Association. 


4. The deliberations of the Committee brought out the fact that, while 
preferences within the Commonwealth were not of any great significance when 
we have a seller’s market, on the other hand, in a buyer’s market they have 
been in the past and could easily again be of vital significance. The Torquay 
agreement, as was the Geneva agreement, is based upon the principle that: no 
new preferences will be granted and no existing preferences will be widened. 


Your Committee recommends that in further trade negotiations with other 
countries, the Government should follow the existing practice of not narrowing 
or reducing the margin of preference without receiving in return full and 
adequate compensation for such action. 


Your Committee is of the opinion that further study of the Torquay. trade 
agreement should be made after a sufficient time has elapsed to accurately assess 
its actual trading results, and with this in view, recommends that the subject 
matter of the Torquay negotiations should again be referred to the Standing 
Committee on Banking and Commerce of the House at the 1952 session of 
Parliament. 


5. A printed copy of the Minutes of Proceedings and Evidence adduced 


_ is tabled herewith. 


All of which is respectfully submitted. 


HUGHES CLEAVEI 
Chairman 
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MINUTES OF PROCEEDINGS AND EVIDENCE 


Tuurspay, June 14, 1951. 


The Standing Committee on Banking and Commerce met at 3.30 o’clock 
p-m. and having disposed of other business resumed its study of the Torquay 
negotiations at 4.30 o’clock pm. Mr. Cleaver, Chairman, presided. 


Members present: Messrs. Ashbourne, Balcom, Bennett, Breithaupt, Cannon, 
Carroll, Crestohl, Dumas, Fleming, Fraser, Fulford, Gingras, Harris (Danforth), 
Laing, Leduc, Macnaughton, Ward. | 


In attendance: Mr. M. E. Corlett, Ottawa, Counsel for the Canadian 
Importers and Traders Association Inc. 


Mr. Corlett was called and presented a brief from the Canadian Importers 
and Traders Association Inc. on the Torquay negotiations, copies of which were 
tabled for distribution. 


The advisability of inviting representations from other associations was 
discussed. 


It was agreed that invitations be extended, through the chairman of the 
Committee, to the Canadian Exporters’ Association, Toronto; Canadian Chamber 
of Commerce, Montreal, and the Canadian Manufacturers’ Association, Toronto. 


At 5.40 o’clock p.m. the Committee adjourned to meet again at the call of 
the Chair. 


Turspay, June 26, 1951. 


The Standing Committee on Banking and Commerce met at 4.00 o’clock. 
Mr. Cleaver, Chairman, presided. 


Members present: Messrs. Ashbourne, Bennett, Breithaupt, Crestohl, Dumas, 
Fleming, Fraser, Fulton, Gingras, Laing, Leduc, Macdonnell, Welbourn. 


(The Committee considered Bill No. 354 (Letter V-11 of the Senate), An Act 
to incorporate First Canadian Reinsurance Company, and agreed to report it with 
amendment. ‘Verbatim evidence was not recorded with respect to the said Bill.) 


At 4.15 o’clock the Committee resumed its study of the Torquay: nego- 
tiations. 


In attendance: Mr. W. J. Callaghan, Commissioner of Tariffs, Department 
of Finance; Dr. C. M. Isbister, Director, International Trade Relations Branch, 
Department of Trade and Commerce; and Dr. E. A. Richards, Principal 
Economist, Department of Agriculture. 


The witnesses were retired. 


The Chairman informed the Comimittee that, pursuant to the instructions 
of the Committee at the last meeting, he had been in communication with the 
Canadian Exporters’ Association, the Canadian Chamber of Commerce and the 
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Canadian Manufacturers’ Association, and that none of these associations 
wished to attend before the Committee or to present briefs at this time. It was 
agreed that the replies received from each of these be placed on the record. 


The Committee then proceeded to consider a draft report submitted me the 
Chairman, viz. 


DRAFT REPORT 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 


TENTH REPORT 


1. Pursuant to the Order of Reference of the House, dated Monday, 
May 21, 1951, your Committee has considered the subject matter of the Torquay 
negotiations, namely, The Final Act of Torquay; The Decisions Agreeing to 
. Accession; the Torquay Protocol to the General Agreement on Tariffs and Trade; 
the modifications of the Schedules to the General Agreement on Tariffs and Trade 
resulting from the Torquay negotiations, and the Declaration on the Continued 
Application of these Schedules. 


2. Your Committee has heard the following witnesses:— 
Mr. H. B. McKinnon, Chairman of the Tariff Board; 
Mr. W. J. Callaghan, Commissioner of Tariffs; 


Dr. C. M. Isbister, Director, International Trade Relations Branch, 
Department of ‘Trade and Commerce; 


Dr. E. A. Richards, Principal Economist, ‘Dopanien of Agriculture. 


3. Your Committee has also heard and received representations on behalf of 
the Canadian Importers and Traders Association Inc., through Mr. M. E. Corlett, 
of Ottawa, Ontario, and was in communication with the Canadian Exporters’ 
Association, the Canadian Chamber of Commerce and the Canadian Manu- 
facturers’ Association. 


4. A printed copy of the Minutes of Proceedings and Evidence adduced is 
tabled herewith. 


All of which is respectfully sitanitted 


Discussion followed as to whether the Committee should recommend that the 
subject matter of the Torquay negotiations be referred to a committee at a future 
session. It was agreed that the Chairman telephone the associations concerned 
and get their views as to the time that must elapse before sufficient factual 
evidence can be produced to accurately assess the actual ipeclae results of the 
trade agreements. 


At 5.00 o’clock p.m. the Committee adjourned to meet again at 4.00 o clock 
p.m., Wednesday, June 27, 1951. 


WepNEspAy, June 27, 1951. 


The Standing Committee on Banking and Commerce met at 4.00 o’clock 
p.m. Mr. Cleaver, Chairman, presided. 


Members present: Messrs. Ashbourne, Balcom, Breithaupt, Carroll, Cote 
(St. Jean-Iberville-Namerville), Crestohl, Dumas, Fleming, Fraser, Gingras, 
Laing, Macdonnell (Greenwood), McMillan, Picard, Smith (York North). 


The Committee resumed consideration of the draft report submitted by 
the Chairman, and the question of recommending to the House that the subject 
matter of the Torquay negotiations be referred to a Cone at a future 
session. 
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The Chairman informed the Committee that he had, pursuant to instructions 
of the committee, been in touch with the Association interested and had been 
advised that some four or five months must elapse before the trade pattern 
resulting from the agreements would be evidenced, at which time the actual 
results should be apparent. 


A draft of a proposed recommendation was tabled for distribution, as 
follows: 

Your committee is of the opinion that further study of the Torquay 
trade agreement should be made after a sufficient time has elapsed to 
accurately assess its actual trading results, and with this in view, 
recommends that the subject matter of the Torquay negotiations should 
again be referred to a Committee of the House at the 1952 session of 
Parliament. 


After discussion and on the Motion of Mr. Fraser: 


Ordered,—That the words “a Committee” in the penultimate line be deleted 
and “The Standing Committee on Banking and Commerce” be substituted 
therefor, and that such recommendation be incorporated in the draft report. 


The Chairman then tabled a suggested amendment, by way of addition 
to the draft report, which had been prepared following a suggestion of Mr. 
Macdonnell (Greenwood) at the last meeting and following consultation with 
Mr. H. B. McKinnon, chairman of the Tariff Board, as follows: 

The deliberations of the Committee brought out the fact that, while 
preferences within the Commonwealth were not of any great significance 
when we have a seller’s market, on the other hand, in a buyer’s market 
they have been in the past and could easily again be of vital significance. 
The Torquay agreement, as was the Geneva agreement, is based upon 
the principle that no new preferences will be granted and no existing 
preferences will be widened. . 

Your Committee recommends that in further trade negotiations 
with other countries, the Government should follow the existing practice 
of not narrowing or reducing the margin of preference without receiving 
in return full and adequate compensation for such action. 


Following a discussion on the proposed amendment, and the question 
having been put, it was unanimously agreed to. 

On Motion of Mr. Laing: 

Resolved,—That the draft report as amended be adopted. 


At 5.00 o’clock p.m. the Committee adjourned to meet again at the call of 
the Chair. 
R, J. GRATRIX, 
Clerk of the Committee 


EVIDENCE 


JUNE 14, 1951. 


The CHAIRMAN: Gentlemen, in connection with the Torquay Trade Agree- 
ments, Mr. Corlett wishes to present a brief from the Canadian Importers and 
Traders Association Incorporated. 


Mr. Breiruavpt: Is that in connection with the Torquay Trade Agreements? 


The CuarmrMan: Yes; he is here to present a brief from the association I 
have just mentioned. It is convenient for him to present it today if the com- 
mittee will receive it today. Is it the pleasure of the committee to receive 
this presentation now? 


Agreed. 


Mr. M. E. Corlett, Barrister, City of Ottawa, called: 


The Wrirness: Mr. Chairman and honourable members, I do not. know what 
procedure you would like me to follow. On behalf of the association I do 
appreciate the opportunity that the chairman and honourable members have 
presented to us in permitting me, as the Ottawa counsel for the association, to 
present this brief. Naturally, as an association of importers we are, generally 
speaking, in favour of what the government has done at the Torquay Conference. 
The brief which we have prepared and which has been distributed to members 
in the form of mimeographed copies, is not a lengthy one. 

As I say we are in accord with what was done at Torquay but in the brief 
we make certain comments pertaining to the subject of Canada’s foreign trade. 
If it is the wish of honourable members I will present the brief of the Canadian 
Importers and Traders Association Incorporated: 


The Canadian Importers and Traders Association has a membership 
of some four hundred firms engaged in the import side of Canada’s foreign 
trade. Members are located from Halifax to Vancouver with the largest 
concentration in Toronto and Montreal. It is the only organization which 
concerns itself solely with import matters and is conceded to be the voice 
of the import trade of Canada. | 

This Association wishes your committee to know that it approves 
generally the agreements entered into by the Canadian government at 
the Torquay conference. ‘ 

Canada is a country of vast resources and relatively small popula- 
tion and the Canadian economy depends to a very large extent on our 
ability to export our natural products and our manufactured goods. Ii 
we are to export, we must import and, therefore, Canada must be vitally 
interested in its foreign trade. In 1950 Canada’s foreign trade amounted 
to $6°3 billion and this figure represents 30 per cent of the gross national 
product of our country. 

Anything that will increase the physical volume of importation of 
goods into Canada must have the effect of helping the Canadian govern- 
ment fight the current inflationary trend. 
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Part of the increasing volume of imports into Canada, as reflected 
in the current import figures, is the direct result of the government’s 
defence program and, therefore, it can be said that imports are con- 
tributing to the national defence of Canada. 


Criticism has been directed against the Torquay Agreements with 
regard to their apparent lack of success in widening our markets in British 
commonwealth countries. As importers we feel that this criticism is ill 
founded since commercially Canada is part of the western hemisphere 
and the U.S.A. is our largest customer as well as our largest supplier. 
While we are very much in favour of increasing trade with commonwealth 
countries it must be realized that anything which will increase our trade, 
with the Uunited States and other nations in the western hemisphere is 
also of great importance. We are entirely unable to agree with any 
criticism of an arrangement which makes the entry of our goods into 
the United States easier and at the same time reduces the cost of American 
goods imported into Canada. 


Canadian industrial production has increased tremendously in the 
last decade, both in size and in efficiency and we cannot see, in view of 
this fact, that Canadian industry needs the same degree of tariff protection 
today as was the case when Canada was smaller and less developed 
industrially. In any event any reduction in the Canadian tariff since 
1935 has been counterbalanced and more than counterbalanced by the 
rapid growth of the Canadian living standard and the greatly increased 
Canadian domestic market. 


We heartily approve the stabilizing effect of the extension of the 
Geneva and Annecy rates of duty as modified by the Torquay rates for 
the next three years. The stabilizing effect on international trade at this 
particular time in the world’s history is bound to have far reaching and 
beneficial effects. By way of contrast we have only to remember the 
chaotic conditions in the 1980’s in the field of international trade which 
was so dramatically reflected in the low national income and mass 
unemployment obtaining in Canada during this period. 

It has been argued that the Torquay Agreements will increase 
Canada’s unfavourable balance of trade with the US. as reflected by the 
returns for the first four months of 1951. There is nothing to prove that 
this short term trend will continue throughout the year and in this con- 
nection it must be remembered that this apparent unfavourable balance 
is offset by large capital imports into Canada which will be used in 
expanding and developing Canadian resources. In earlier times during 
Canada’s history there have been other periods when there were large 
capital imports into Canada and at the same time an unfavourable 
balance of merchandise trade, but these periods have been successfully 
survived and have increased the prosperity of our country. 

New countries have been added at Torquay which were not repre- 
sented at Geneva and Annecy. This seems to be a proper move in the 
direction of widening the scope of this international policy of stabilizing 
international trade at a high level. | 

Our feeling is that the Torquay Agreements might well have gone 
further in the way of freeing international trade. According to our 
calculation the overall average reduction on the comparatively smal] 
number of tariff items affected is about 4 per cent. If articles not 
produced in Canada (such as chestnut cream, bonito in oil, California 
redwood), medicinal preparations and goods used in agriculture or fisheries 
are disregarded, the average overall percentage of reduction becomes much 
smaller. 
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We feel most strongly that the long range solution of the world’s 
economic problems depends on the freest possible multilateral world trade. 


_ This is signed by H. C. MacKendrick, General Manager of the Association. 
With your permission Mr. Chairman, I shall table the original with you. 


The Cuatmrman: Have you any additional comments you wish to make, 
Mr. Corlett? 


The Witness: No, sir, but if any of the members have questions I shall be 


- delighted to do my best to answer them. 


The CuHairMAN: This organization is the only organization that asked to 
have the opportunity of making representations to our committee in regard to 
the Torquay trade agreements. 

So far as I recall the remaining part of the work we have to complete is 
on the question of item No. 93, apples. Now, has any member of the committee 
any other matter to bring up? 


By Mr. Lang: 

Q. I assume that all the members of this Canadian Importers and Traders 
Association are interested in exports as well as imports, but the importers get 
priority. I imagine they are interested likewise in exports?—A. No, that is 
not so. I suppose you are thinking of the word “traders”. There is a Canadian 
Exporters’ Association, but this is an association of importers entirely. 

Q. But it would be, in large measure, composed of firms interested in the 
export trade?—A. I would think only a few. I daresay there are a few firms 
who are into both fields but my best recollection is they are engaged in the 
importing ‘business only. } 

Mr. Fueminc: I was going to ask if we could not hear from the Canadian 
Exporters’ Association, whom we know, as this organization has been before us 
previously. Has any communication been sent to them offering them an 
opportunity to appear before the committee? Are they aware of our sittings 
and that we are prepared to hear them? 


The Cuairman: No communications were sent out to anyone by the clerk 
of the committee. The only letter received was one from Canadian Importers 
and Traders Association and that was answered, but we have not had any 
request from any other organization. Is it the wish of the committee that 
any other organization be notified? 


Mr. Lamnc: Mr. Fleming has touched on a matter of a very great deal of 
interest to us. Here is an exporters association which stretches from the Atlantic 
to the Pacific. 1 think they could possibly supply us with a few new ideas, a 
few more than are contained in this brief. Do you remember we had a little 
discussion about the proposed Japanese peace treaty and whether or not Japan 
is going to be permitted to trade? Now, we are dealing a lot with them on the 
west coast, and this applies all across Canada. We are getting that trade at 
the present time through third hands, Americans, on account of the fact that 
we have not got a peace treaty yet. Now, when a peace treaty is signed Canadians 
will want to deal directly with the Japanese shippers and vice versa, and there 
is a good deal of information to be gained by discussing with them. 


The CHAIRMAN: We still have time to advise anyone you want to advise. 
Mr. Baucom: I think they should be heard. Their head office is in Toronto. 


Mr. Fueminc: The clerk could write them a letter indicating we would be 
willing to hear them if they wished to be heard, or anyone else. 
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By Mr. Balcom: 

@. Mr. Chairman, would it be fair t to infer, from paragraph six of this brief, 
that the association indicates that it prefers importing from the United States 
rather than commonwealth countries? Could I draw that conclusion?—A. If we 
prefer importing from the United States? 

Q. Yes—A. No, that was not our intention. Perhaps the brief has been 
ambiguously worded there, but it is a fact that the bulk of the imports are 
coming from the United States. As-far as the association is concerned, as far 
as importers. generally are concerned, if it was possible to import more goods 
from the United Kingdom, say of a type Canadians wanted and competitive 
pricewise, they would be glad to do it. 

Mr. Fiemine: Mr. Chairman, you asked about other associations. What 
about the Chamber*'of Commerce? Perhaps they would be interested in a 
matter of this kind. I also think of the Canadian Manufacturers’ Association. 
I suppose we can keep on going and get far afield. The Exporters’ Association 
is a natural one to be heard in view of the fact we have heard the Importers 
Association which is represented here today. 

Mr. Batcom: You are suggesting the Canadian Chamber of Commerce? 


Mr. Fiemine: I am wondering if the Canadian Chamber of Commerce 
would embrace any membership included in the Canadian Exporters’ Association. 
What do you think, Mr. Chairman, about the Chamber of Commerce? Are they 
likely to include many people who would be represented in the Canadian 
Exporters’ Association? 

Mr. Larne: Is it not a fact that the Canadian Chamber of Commerce 
represents more the retail group in Canada? 


Mr. Batcom: They represent manufacturers, exporters, importers, ship- 
builders, farmers. 


The CHAIRMAN: Since we are soliciting briefs I would think if we wrote 
the Canadian Chamber of Commerce we should also write the Canadian 
Manufacturers’ Association. 

Mr. Fiemine: I do not think we should solicit briefs. I think we should 
tell them that we are sitting and have heard a brief from the Canadian Importers 
Association and if they would like to submit a brief we would be glad to hear 
them. They will have to appear next week, though. 
| The CHarrman: I will have letters written to the Canadian Chamber of 

Commerce, the Canadian Exporters’ Association and the Canadian Manufac- 
turers’ Association. 

Agreed, 


Shall we adjourn? 
Agreed. 


JUNE 26, 1951. 


The CHarrMAN: Gentlemen, at our last meeting we adjourned without a 
quorum. I have asked the witnesses to return in the event that any member of 
the committee wishes to ask questions. Mr. Fleming was conducting an exam- 
ination at the time of our adjournment and I telephoned him this morning and 
advised him of the meeting of the committee this afternoon. He said he had no 
further questions to ask. 

- Now, is there any other member of the committee ‘who has any questions 
he would like to ask of the witnesses who are here? Very well, since there are 
no further questions shall we excuse the witnesses? 

On behalf of the committee, gentlemen, we wish to extend our thanks to 
you. Would you please convey them to Mr. Hector McKinnon? 
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Mr. W. J. Cattaguan (Commissioner of Tariffs, Department of Finance): 
I shall be glad to, Mr. Chairman. 

The CuamrmMan: Now, gentlemen, on the instructions of the committee 
I wrote to the Canadian Exporters’ Association, the Canadian Chamber of 
Commerce and the Canadian Manufacturers’ Association and I have received 
replies. None of these bodies wishes to attend before the committee or present 
briefs. None of them has presented briefs; but they have all replied with letters. 
Is it the wish of the committee that. those letters should go onto the record? 

Mr. Brerruaupt: What is the purport of the letters? 


The CHAIRMAN: I shall read them. 


“Canadian Exporters’ Association 
20 Temperance Street 
Toronto 1, Ont. 
June 18th, 1951. 
Mr. Hughes Cleaver, M.P., 
Chairman, Standing Committee 
on Banking and Commerce, 
House of Commons, 
Ottawa, Ontario. 


Dear Mr. Cleaver, 

Your invitation that the Canadian Exporters’ Association submit a 
brief to the Standing Committee on Banking and Commerce was received 
this afternoon, June 18th. | 

I am sure that your committee will understand that, in view of the 
fact that your committee has been discussing this matter for several 
weeks and concludes its enquiry in four days’ time precludes us from 
preparing and submitting any brief that could receive the consideration 
of your committee by the time it completes its work this coming Friday. 

It is doubtful also, if there has been sufficient time elapse since the 
announcement of the Torquay Agreements to properly assess the value to 
Canada which these agreements may bring, and for that reason it is 
doubtful if our assessment of the situation, as we see it now, would have 
much value in the deliberations of your committee. 


Yours sincerely, 
CANADIAN EXPORTERS’ ASSOCIATION, 


(Sgd.) John A. Marsh, 
General Manager. 


That is followed by a wire of June 20, which reads as follows: 


Toronto, Ont., June 20, 1951. 
Hughes Cleaver, M.P., | 
Chairman, Banking and Commerce Committee, 
House of Commons, 
Ottawa. 


Re Torquay. On May tenth I wired the Minister of Trade and 
Commerce as follows: “On behalf of the Canadian Exporters’ Association 
please accept our hearty congratulations on the unexpected measure of 
success achieved by Canada’s negotiators in a most difficult situation.” 


John A. Marsh, 
. General Manager. 


3 Is it the wish of the committee that these letters be printed? 
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Mr. Fiemine: I think we might as well put all of those on the record. 


The Cuatrman: I will take just one motion then. Is it the wish of the 
committee that I read the balance of them? | 


Mr. CresToHL: Before you go on with the subsequent documents, are the 
functions of this committee concluded now, or will this committee, whether in 
reconstituted form or in the same form, meet again in the fall? If so, the cor- 
respondence which you have just read ‘indicates a desire, I think, for time to 
study the reports from Torquay. Perhaps in the fall a very important association 
such as that might be in a position to enlighten us a great deal on these Torquay 
negotiations. Therefore, I do not think we should close our file or close our 
contacts with that association but we should perhaps invite them, if they wish, 
to take more time to study the reports and submit a brief then. 


The CuarirMan: It is the duty of the committee to make a report to the 
House before the end of the present session and our reference lapses when the 
present session: prorogues. 

Mr. CresToHu: Perhaps our report could ees a paragraph added. 


The CHaiRMAN: I have no instructions in this regard but I would anticipate 
that perhaps all three agreements would be referred to this committee next year. 

Mr. Fueminea: I suppose they could be. It is a matter for decision by the 
House. I think there are points made in that letter. First is that about appearing 
before the committee and making recommendations. They say they have not 
had time to prepare now—only four days. The other thing here is that they 
do not think it is possible yet to form a judgment on the value of the agreements 
to Canada. 


Mr. Grineras: They want time. 


Mr. CrestoHu: Yes, but they will have several months by October or 
November. 


Mr. Firemine: Yes. 


The CHarrMAN: My understanding is that the present session will be over 
immediately when we reconvene in the fall, and the committee would have no ~ 
time to call witnesses before the present session ends. So, I would think we 
should simply make a report to the House quite similar to the report that was 
made on the Geneva Trade Agreement. 


Mr. Larne: Mr. Chairman, let us go back to the finan behind Mr. 
Fleming’s initiation of this. I think he brought it up as a result of a letter 
we obtained from the Canadian Importers Association. Mr. Fleming then 
began to ask about other associations. 


Mr. FLEMING: Yes. 


Mr. Laine: I would rather think, and he can confirm this, that Mr. 
Fleming’s idea was that we are antedating the making of an agreement 
by our negotiators at a conference rather than postdating it. I think you 
were also trying to establish the feeling among the organizations such as 
Canadian Manufacturers’ Association, the Canadian Chamber of Commerce, 
the Exporters and Importers. You thought they should make their representa- 
tions before our negotiators went to a conference. 

I do not think you are going to gain a great deal by having them come 
down later on, as Mr. Crestohl suggests. The agreements are going to work 
for three years and the very nature of the agreements is such that our negotiators 
must have power to commit this government. The point was brought up by 
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Mr. Sinclair that as many manufacturers and others who are concerned should 
get in touch with the department and make their representations prior to such 
conferences. I think the greatest advantage, Mr. Fleming, would have come 
had their representations been before the agreement was reached rather than 
afterwards. 


Mr. Fieminc: Quite, but I think this is a rather different matter again. 
I remember asking a number of questions of the witnesses as to what attempts 
had been made before Torquay to ascertain the feeling on the part of importers 
and exporters in Canada as to what they wanted our negotiators to do, and 
whether they were well armed with information that would be of benefit to 
importers and exporters. 

The other idea of having the associations submit a brief to the committee 
would be simply to give the committee the benefit of their views on the agree- 
ments, just as the importers have. 

Mr. Larna: So Mr. Crestohl’s suggestion about having them come later 
would be more or less from the point of view of finding out how, in their opinion, 
the agreements are working—so that when we negotiate again we can make 
better agreements. | | 

Mr. Crestouui: Not altogether. For example, our sittings here are post 
facto, so to speak, and also we are simply exploring and seeking in what way 
we can be helpful. If we were considering that feature, then, this committee 
should have been sitting before our team left for an international conference 
such as that at Torquay. If they were to receive the views of the country 
through its elected members before they sat in on that conference, it would be 
helpful; and I can understand they would follow along the lines that Mr. 
Fleming and Mr. Sinclair suggested—that they should invite these associations 
to give their views. But that is not the situation. We too are sitting after the 
reports are made and in our attempt to become enlightened on them we might 
be assisted by the opinion which men of commerce and industry in this country 
can give us. 

Therefore, I do not think we should shut out their request to appear, 
although they do very subtly reprimand us and say we gave them only four days’ 
time to appear—that is a very subtle reprimand in my opinion. I think it would 
be a bad decision and not in our best interests to shut the door on their giving us 
the benefit of their experience. 


Mr. Latnc: I am wondering how the Torquay agreements can be referred 
to this committee next year. 


Mr. Fiemina: I suppose it could be done. Much would depend on the type 
of report we make now. If we wanted, and I am not suggesting that we should, 
we could say that we have not completed our review and we could suggest that it 
be referred to the committee at the fall session. That would be a very proper 
recommendation for inclusion in a report by the committee. 

I suppose, broadly speaking, any date set by the committee would have to 
be of a tentative nature. I do not suppose there is anyone born yet who can 
see how, precisely, these agreements will work out. We can just form general 
conclusions about them. Everyone wants to see closer trade relations and we look 
upon close trade relations as contributing to peaceful relations. We want to 
have closer relations in a trading sense with many nations. 


Mr. BrerrHaupr: Would it be desirable before we decide on policy in that 
connection to hear the other letters if they are not.too long? I think we are all 
interested in the viewpoints of the other organizations. 
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The CHAIRMAN: The Canadian Chamber of Commerce wrote me on 
June 20. They say: | 


THE CANADIAN CHAMBER OF COMMERCE 


June 20, 1951. 
Mr. Hughes Cleaver, 
Chairman, 
Standing Committee on Banking and Commerce, 
House of Commons, 
Ottawa. 


‘Dear Mr. Cleaver: 

We wish to thank you most sincerely for your kind invitation to 
make representations with regard to the recently concluded ‘Torquay trade 
negotiations. Attached is a letter addressed to you and the members of 
the Banking and Commerce Committee signed by the Vice-Chairman of 
the Executive Council of the Canadian Chamber of Commerce. 


Yours sincerely, 


(sgd) W. J. Sheridan, 
Executive Secretary. 


This is the accompanying letter: 
THE CANADIAN CHAMBER OF COMMERCE 


June 20, 1951. 
The Chairman and Members, 
The Banking and Commerce Committee, 
House of Commons, 
Ottawa. 


Gentlemen: : 

The Executive Council of The Canadian Chamber of Commerce 
believes that the reciprocal interchange of trade agreements which resulted 
from the exhaustive negotiations at Torquay, England, is of value to 
Canada in that it helped to bring closer the ultimate objective of 
multilateral trade and a free flow of capital throughout the world. In 
principle, therefore, the Executive Council generally approves the agree- 
ments but expresses regret at the failure of the U.S., Great Britain and 
other sterling-currency Commonwealth countries to reach agreement on 
reciprocal trade concessions. The Executive Council of The Canadian 
Chamber of Commerce feels that any successful attempt to lower tariffs 
and bring about greater freedom of trade is to be applauded. 

The official position of The Canadian Chamber of Commerce, repre- _ 
senting 700 Boards of Trade and Chambers of Commerce in all ten 
provinces, on the matter of international trade is to be found in the 
official Policy Declaration approved at the 2ist Annual Meeting in 
September, 1950, which reads as follows: 


INTERNATIONAL TRADE 


Canada has established herself in the world as a leading trading 
nation. The level of Canada’s external trade has an effect on the 
income of every Canadian citizen and, accordingly, the promotion 
of Canada’s business dealing with other countries must necessarily 
be a chief point in any national program for maintaining and 
increasing Canadian prosperity. 


Then there is a letter from the Canadian Manufacturers’ Association 
by Mr. J. T. Stirrett, general manager: 
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Experience with governmental trade restrictions and_ state 
trading since the end of World War II indicates clearly that inter- 
national trade (like domestic trade) is best conducted when it is 
left in the hands of those most experienced in and closest to the 
business of trading—the businessmen themselves. Government 
quotas, restrictions and ventures into the trading field can never 
substitute for the free and natural growth of trade, carried on by 
private traders who must satisfy the wishes of their customers if they 
are to stay in business. The Canadian Chamber of Commerce urges 
the government to continue its efforts to remove restrictive barriers 
to international trade and to discourage the practice of state trading. 

The Canadian Chamber of Commerce urges continued govern- 
mental and private efforts to promote a return of multilateral trade 
among nations, to allow a free flow of capital throughout the world, 
and to work toward the eventual achievement of the free converti- 
bility of currencies. 

During and since World War IL Canada has developed new 
manufacturing potential, and could make even more new products 
if new markets could be found. The Canadian Chamber notes with 
approval the efforts now being made toward that end by both 
government and business and recommends that even greater 
enthusiasm and imagination be devoted to the task of finding new 
customers for Canadian goods. Industrialization of various countries, 
discovery of new natural resources and the raising of the standard 
of living in many parts of the globe all spell new opportunities which 
should be investigated by Canadian businessmen and government trade 
authorities. 

The Chamber also recognizes that to have a thriving and. 
expanding export trade, Canada must import goods and_ services 
from the countries to which she exports, and, therefore, urges that 
every facility be extended by government to enable a free flow of 
commerce in both directions. 


Yours sincerely, 


(sgd.) C. C. Thackray, 
Vice-Chairman, 
Executive Council. 


signed 


CANADIAN MANUFACTURERS’ ASSOCIATION 


1404 Montreal Trust Bldg., 
67 Yonge Street, 

Toronto 1, Ontario, 

June 19, 1951. 


Hughes Cleaver, Esq., M.P., 

Chairman, 

Standing Committee on Banking and Commerce, 
House of Commons, 

Ottawa, Canada. 


Re: Torquay Trade Agreements 


Dear Sir: 


I beg to acknowledge with thanks your letter of June 15, advising 


that if the Association would like to make any representations in regard 
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to the above sabieot) they should be received by not Jater than June 22, 
the date when the Committee expects to conclude its enquiry. 


Accordingly, I am submitting the following:— 

1) A copy of a letter addressed to The Right Honourable L. S. 
St. Laurent, K.C., Prime Minister of Canada, and members of the 
Cabinet, by the President of the Association, and sent to all» members 
of the Association. This represented the views of members of the 
Association prior to the Torquay Conference. 

2) A copy of a letter written to the Prime Minister, the Minister of 
Trade and Commerce and the Minister of Finance, by the President of 
the Association on December 29, 1950, during the progress of the Torquay 
Conference. 

3) A statement approyed at the International Trade Conference at 
the 80th Annual General Meeting of the Canadian Manufacturers’ 
Association in the City of Quebec, P.Q., June 4, 5 and 6, 1951. This 
was after the results of the Torquay Conference had been published. 


Yours faithfully, 


(Sed.) J. T. Stirrett, 
General Manager. 


Attached are the letters referred to and which are quite long. Do you wish 
them read? 
| Mr. Brerruavupt: I do not think it necessary. Perhaps you could read the 
one from Quebec. That meeting took place after the Torquay Agreement. — 

Mr. Fiemine: I think the one afterwards certainly should be put in and I 
think it is of definite interest. I have not had a chance to look it over but I 
understand that they are giving their views after the agreements were concluded. 

“The Cuatrman: Would you-like them read? They are quite long. 

Mr. Fremine: I would suggest that the resolution passed on June 5, 1951, 
would be a useful one to have on the record. It is just one page long and it 
reports.the views on trade lookout arising out of the Torquay Agreement. ‘The 
earlier ones are printed communications addressed to all members of the 
committee.and it goes back to December 1950. Probably we do not need it 
in the record. 

_ Mr. Brerrnaupr: Mr. McCormack of the Manufacturers’ Association just 
happened to pop in to the meeting and he tells me that the one of December 29° 
has a bearing on the situation. | atest SY 

Mr. Fraser: Put them both in. 

The CuatrMAN: Shall I read the letter of December 29 and the resolution 
of June 5, 1951, from the Canadian Manufacturers’ Association? 

Mr. BrerrHaupt: Place them on the record. 

The CHAIRMAN: Very well, they will be placed on the record. 

CANADIAN MANUFACTURERS’ ASSOCIATION 
(Incorporated) 
INTERNATIONAL TRADE CONFERENCE 
ANNUAL GENERAL MEETING 
CANADIAN MANUFACTURERS’ ASSOCIATION, 
QUEBEC, P.Q., June 5th, 1951. 


We are met here at a time our economy is undergoing severe strain - 
largely because of the necessity for Canada and the United States to arm 
Western Europe so as to prevent a third World War. Part of our produc- 
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tive capacity has been or will be geared for the production of arms and 
munitions; there are shortages of steel and many other basic materials, 
and there is stockpiling in the United States of vital raw materials. At 
such a time tariffs are of a secondary importance, and it is import 
restrictions which are interfering with the normal flow of trade, to these 
markets to which we exported, prior to the last war. Following the 
Ottawa Conference of 1932, up to 1940, there was a keen interest by 
manufacturers in exporting to the United Kingdom, Commonwealth . 
countries and British Colonies. 

With the exception of certain manufactured goods which they need 
and which are not obtainable elsewhere, and certain token imports, these 
countries have maintained very severe ‘restrictions, or total prohibitions, 
on imports of Canadian manufactured goods since the early years of 
the war. 

It has been our experience that the United States has not been, is, 
or is likely to be a satisfactory substitute for these former Empire 
markets from the point of view of most of our members who produce a 
broad range of manufactured goods. 

Despite the announcements from Ottawa from time to time that the 
United States market is being opened to Canadian manufacturers, only a 
small percentage of the $2 billion worth of goods we sent to the United 
States last year was made up of highly manufactured goods ready for 
use by the final user. 

It is true that the United States tariff rates have been reduced but 
four years have passed. since the United States administration, through 
its delegates to Geneva, undertook to bring their customs administrative 
machinery into line with the provisions of the General Agreement on 
Tariffs and Trade and remove some of the road blocks, and still the 
United States Customs Simplification Act rests in the House Ways and 
Means Committee, where it has reposed for the last twelve months. 

During the first four months of 1951 imports into Canada from the 
United States were valued at $956,800,000 (up $336,100,000 from a year 
ago) and domestic and foreign exports to the United States totalled 
$724,700,000. Thus there was an adverse balance of $232,100,000 for the 
first four months as against an adverse balance a year ago of $61, 900,000. 


CANADIAN MANUFACTURERS’ ASSOCIATION 
(Incorporated) 


1404 Montreal Trust Bldg., 
67 Yonge Street, 

Toronto 1, Ontario, 
December 29th, 1950. 


The Right Honourable L. 8. St. Laurent, K.C., 
Prime Minister of Canada, 
Ottawa, Ontario. 


Dear Mr. St. Laurent: 

Some tariff concessions either in the form of lower duties or binding of 
rates, granted by Canada to other countries at Geneva or Annecy, have 
resulted in hardship to Canadian industry. We believe that some adjust- 
ment, modification or withdrawal of these concessions would be in the 
interest of Canada. 

We understand that Canada’s delegates at the International Trade 
Conference now being held in Torquay, England, have not been author- 
ized by the Government of Canada to negotiate for such adjustments, 
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modifications and withdrawals on the assumption that other countries. 
are not taking similar action. We are informed that. a number of countries, 
including the United Kingdom, France, Italy, Belgium, Holland, South 
Africa and Brazil, have asked for withdrawals or modifications of con- 
cessions granted by them at Geneva and Annecy, and that this is delaying 
the tariff negotiations at Torquay. As regards the United States, despite 
that country’s announced intention not to ask for any withdrawals or 
modifications of concessions granted at Geneva or Annecy, treaty rates of 
duties applicable on fur felt hats in item 1526a of the United States 
Customs Tariff have been withdrawn, and the rates which were in force 
prior to Geneva became effective on December 1, 1950. 

As Geneva was the first large scale multilateral trade agreement 
negotiated bi-laterally by a number of countries, it is not strange that 
some concessions were granted through errors of judgment or because of 
lack of necessary information. The last three years have witnessed many 
changes in Canada’s economic structure, new industries, new products 
and increased production. These facts, coupled with the loss of traditional 
export markets, have made the retention of the domestic market, or a 
substantial portion thereof, increasingly important to many industries. 

Therefore, the Canadian Manufacturers’ Association respectfully 
urges that instructions be given to the Canadian delegates at Torquay 
authorizing them to make such modifications or withdrawals in the 
Canadian schedules negotiated at Geneva and Annecy as in the judgment 
of the Canadian tariff negotiators are deemed desirable and advisable. 

A similar letter has been written to the Minister of Trade and 
Commerce and the Minister of Finance. 


Yours faithfully, 


(Sed.) W. F. Holding, 
President. 


With regard to our report I asked the clerk of the committee to draft a 
report, along the same lines as the one made on the Geneva Agreement. 

Mr. Fiemine: Mr. Chairman, does Mr. McCormack wish to say anything? 
Is he prepared? 

Mr. BreirHaurt: He says he is not. 


_ Mr. Creston: I would like to suggest that we should not close the door 
to hearing from these three organizations at some date in the future on their 
opinion as to how these Torquay agreements are working out. Therefore, I 
think your report should contain a recommendation to the incoming. committee 
that the representatives of these three organizations be invited to follow up 
and make a report and to give their opinions, after a certain experimental delay 
has expired, as to how the Torquay negotiations are working out in practice. 

Mr. Fiemine: You mean the agreements? 

Mr. CresToHu: Yes. 

Mr. Larne: Were there not four organizations rather than three? 

Mr. Crestouui: Whatever there are, if there are four they should be invited. 

Mr. Brerruavpt: I think Mr. Crestohl has brought up a very good point. 
I think it would be a proper follow-up on the thing to see how they feel about 
it at that time. As Mr. Fleming has said, no one knows how this thing is 
going to work out now. When the House reconvenes or in the new session it 
would be interesting to know how they do work out. 

The CHAIRMAN: How would it be if I called the three who have troubled 
to write and ask them whether they would like to make representations in the 
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late fall of this year or whether they think it would be better to wait until the 
following year? We could meet again tomorrow after I have had a chance to 
reach them by telephone. I would very much doubt that by November of this 
year they would have much more information than they have now. 


Mr. Fraser: Three months would hardly give them a chance to adjust 
themselves. 


Mr. FLEMING: If we were hearing them today they would give us their 
best opinion. If we hear them say in another eight months.or ten months they 
could no doubt give us some information as to the way in which the agreements 
are actually working out. If we heard them in three months very probably 
there would not have been enough factual development to enable them to give 
us much more than an opinional statement. 


_ Mr. Crestohl spoke about giving a recommendation to the incoming com- 
mittee. J understand that all we can do is make a recommendation to the 
House but perhaps it would meet the situation if we had a simple recommenda- 


- tion added to the report, to the effect that consideration may be given to a 


review by this committee of the way the agreements are working out in practice 
after they have been in operation for a sufficient length of time. 


Mr. Grineras: In 1952? 
Mr. Fiemine: Do not put a definite date, just say after sufficient time. 
Mr. BrerrHaupt: After all, the decision would remain with the House. 


Mr. Fiemine: Yes, to see whether or not they need a review at that time. 
I really do not see much point in asking for it now, until sufficient time has 
elapsed for somebody to gather some information about how they are working 
out. 

The CratrMAN: My experience has been that recommendations of that 
nature, unless made reasonably definite, and unless tied down as to date, just die. 
If the committee is serious about this I would like to telephone these men and 
get their best opinion as to the earliest date upon which they will be able to 
give us factual evidence on how the agreements are working. We could then 
put a date in—“that your committee recommends that this subject be again 
referred to the Banking and Commerce Committee for study in the session of 
the year so and so”—and then any member of the House can bring it up on 
the floor of the House and say: There is the recommendation, and this is the 
year so and so—what about it? 


Mr. Fueminc: Would you consult with them? 
The Cuarrman: I will telephone them. 


Mr. MacponneE.Lu: Just before we conclude, at our last meeting when we 
discussed the preferences, there was considerable indication that circumstances 
might quite easily develop in which those preferences could very easily become 
much more important to us than they are now. That indeed seemed to me to 
be the only thing which could be called in any way constructive, and I think 
we should clear the matter in our minds. Would there be any objection to this 
committee referring back to the last meeting and considering the desirability 
of broadening the basis in every way and in particular of pursuing—if there is - 
a convenient way of pursuing—the question of trade within the commonwealth? 


The CHAIRMAN: Would you be good enough to draft what you have in 
mind? I would feel better about it if I had a chance to submit it to Mr. Hector 
McKinnon. I would not want to do anything in this committee that would 
be misunderstood by other countries but I would be glad to submit it to him 
if you would draft it this afternoon. Thank you for bringing that matter up, 
Mr. Macdonnell. 

We will meet tomorrow afternoon at 4 o’clock. 
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I should mention to the committee that we kare a private bill to deal 
with tomorrow morning and I would like to have a quorum at 10 0 ‘clock. 

Mr. Fuuron: Provided that the bill gets second reading. 

The CHatrMAN: I think it will. 

Mr. Crestouu: Seeing that you have been so nice in asking us we will be 
here. 


JUNE 27, 1951. 


The Cuatrman: Gentlemen, I hope you are not becoming impatient. We 
are going to wait as a matter of courtesy for Mr. Macdonnell. 


Mr. Fraser: He will be here in about one minute. 


The CuHatrMAan: Then we will take up Mr. Fleming’s suggestion which 
is the last one on the revised sheet. 


Your committee is of the opinion that further study of the Torquay 
Trade Agreement should be made after a sufficient time has elapsed to 
accurately assess its actual trading results, and with this in view, recom- 
mends that the subject matter of the Torquay negotiations should again 
be referred to a committee of the House at the 1952 session of parliament. 


When Mr. Fleming brought up that suggestion I promised I would contact 
the Exporters’ Association to find out how soon the trade pattern resulting from 
the agreements would be evidenced, and Mr. Marsh told me that after oe 
or five months had expired actual results should be apparent. 


Mr. Fraser: On that, you say: . should again be referred to a committee 
of the House ...”. Should you not say: ‘. . Should be referred to the Banking 
and Commerce Committee. ..”? ) 


The CHAIRMAN: Perhaps I was unduly modest. 

Mr. Fraser: Personally I think you should put that in. 

Mr. Macponne.u: I apologize, Mr. Chairman, for being late. 

The CHAIRMAN: We knew you were tied up. 

Mr. CrestonHu: Who is Mr. Marsh? 

The CHatrMAN: Mr. Marsh is the secretary of the Exporters’ Association. 
Mr. Fraser: He used to be with Mr. C. D. Howe in Munitions and Supply— 


The CHatrMAN: Do you wish to change that to read “... be referred to the 
Banking and Commerce Committee ...” or just “... a committee of the 
House ...’’? 


Mr. Fraser: I would make it definite. 

Mr. CrestoHu: Why fix on 1952? 

Mr. Fraser: That gives them long enough. 

The Cuarrman: The fall would not give them long enough. 

Mr. Crestouu: Except that Mr. Marsh tells you four or five months. That 
brings you within the fall session. 

The CHatrMAN: No, the agreements came into operation in June. 

Mr. CresTtoHu: June, July, August, September, October, November—we 
will still be here. 

The CHarrMAN: I am in the hands of the committee. 

Mr. Crestou.: I suggested the other day that we might-have the information 
by the fall session and now you confirm it. 

Mr. Carroty: Not that I know anything about it, but I would think it 
would be better to wait until the 1952 session, and even then I think it is 


going to be early, because you are not going to have the true import of these 
under present conditions. 
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Mr. BreirHavrt: Yes, because there will be so many emergency regulations 
—they will interfere with the normal functioning of this, 


Mr. Cresrouu: It does not make much difference. | 


The Cuairman: Then, in dealing with the last paragraph of the draft 
report, Mr. Fraser moves the words “a committee” be struck out where it appears 
in the second last line and that we substitute therefor the words “the Standing 
Committee on Banking and Commerce”. All those in favour of the amendment? 


Carried. 


Then, referring to the other two paragraphs, Mr. Macdonnell was kind 
enough to put in writing his suggestions, which I will read: 

The deliberations of the committee brought out the fact that, while 
preferences within the commonwealth were not of any great significance 
when we have a seller’s market, on the other hand, in a buyer’s market 
they have been in the past and could easily be again of vital significance. 

We, therefore, suggest that consideration be given to the desirability 
of pursuing in every way possible, by the holding of conferences of 
members of the commonwealth and otherwise, the expansion of com- 
monwealth preferences in any manner not inconsistent with our other 
trade obligations. 


The committee will recall that when Mr. Macdonnell made his suggestion 
I said that I would prefer to submit his recommendations in writing to Mr. 
Hector McKinnon for his opinion. I saw Mr. McKinnon this morning and he 
reminded me, Mr. Macdonnell, that our present trade obligations are such that 
no further extension can be made and no further widening of the preferences 
can be made; and he felt that the way your recommendation was worded it would 
carry an inference that does not exist. Therefore, I asked him to redraft it and 
you now have the redraft before you. ; 

Te deliberations of the committee brought out the fact that, while 
preferences within the commonwealth were not of any great significance 
when we have a seller’s market, on the other hand, in a buyer’s market 
they have been in the past and could easily again be of vital significance. 
The Torquay agreement, as was the Geneva agreement, is based upon 
the principle that no new preferences will be granted and no existing 
preferences will be widened. 

Your committee recommends that in further trade negotiations with 
other countries, the Government should follow the existing practice of 
not narrowing or reducing the margin of preference without receiving in 
return full and adequate compensation for such action. 


Mr. Larna: Mr. Chairman, was this first sentence extracted from the 
evidence of the witnesses before the committee? I refer to the first sentence 
beginning “The deliberations of the committee .. .”. Did that come out of 
the evidence? Is that a statement of fact? 


The CHatRMAN: I think that is a reasonably accurate summary of the 
veneral statement made by Mr. McKinnon in that regard. I am following 
exactly the wording submitted by Mr. Macdonnell and Mr. McKinnon has 
checked it. 

Mr. Latnc: Is it true or is it just an academic statement? 


Mr. Macponnetu: Do you not remember that Mr. Harkness asked one 
of the witnesses about the bacon agreement particularly and I think he was 
told at that time that it had been of great importance. J went through the 
evidence again and, when you question it, I would be less sure of it had not 
Mr. McKinnon agreed to it. 
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Mr. Laine: I was wondering if it was in the evidence anywhere—if it was 
a statement Mr. McKinnon had made? 

Mr. MacponnELv: Well, I read the evidence over and it seemed vo me to 
be a fair statement. 

The Cuarman: It was discussed and. although the wording was perhaps 
not volunteered by a witness it is certainly close. 

Mr. Larne: Well, let us get down to facts. I asked a question on trade 
between Canada and Great Britain and I have received the answer. Our 
imports in 1933 were $92 million but in 1950 they were $404 million. Our 
exports abroad were of the nature of $280 million but they have been $1,200 
million since. So I mean to say are they of “vital” significance. We were 
dealing with puny sums in those days. 

The CuarrmMan: In those days reasonably small sums, weighed with present 
values, were of extreme importance. 

Mr. Larne: That can be so but to say they are of “vital significance” — 
when you have no market at all a very small sum is probably good, but 
I think the statement is too strong to find proof for. 


The CuarrMan: Do you recall what page that was on, Mr. Macdonnell?. 
Mr. Macponneuu: It was on the last day. 
The CHairMAN: I distinctly remember. 


Mr. Macponneiu: I think there was some discussion about apples but it 
was about bacon that I remember particularly. 


Mr. Larne: Out of our preference at that time we got larger sales of wheat 
at 55 cents a bushel, and larger sales of lumber at $19 a thousand, but I do not 
think it is sound to ‘make this statement in the light of the results of the 1932 
agreements. 


Mr. Fuemine: The witnesses did not say the preference always yielded the 
price we wanted but the effect of the evidence was that they were of vital 
significance in the economic situation at that time, and it would be a brave 
man who would now say that such a situation might never recur. 


Mr. Macponne tu: All it says is “. .. and could easily be again... .”’. 


Mr. Fueminc: We hope we never come to that situation again but on the 
other hand if the United States Congress reverses its policies—and there are 
some disturbing elements down there now—the picture could change very 
rapidly. 

Mr. Laine: I thought it was perhaps attaching too much importance to the 
evidence to make a statement like that, because when you get the trade figures 
from 1930 on they speak very loudly. We had a distress situation in the world 
at that time. 


Mr. Fuemine: You had a buyer’s market, from the point of view of the 
market, for a couple of generations. I can see some value in putting in a 
reference to the preferences because that was one question raised in the House 
during the debate when these agreements were referred to the committee. 


Mr. Batcom: In the first line of the second paragraph, Mr. Chairman, the 
committee recommends ‘in further trade negotiations.” Is there a difference 
there between “further” and “future”? 


Mr. Macponnetu: I have no desire to press this wording, Mr. Chairman, 
oath would it not meet Mr. Laing’s view if we said: 


. while preferences within the commonwealth were not of any 
great significance when we have a seller’s market, on the other hand, in a 
buyer’s market they have been in the past and could easily in some 
circumstances be of vital significance. 


% 
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Mr. Bane We are merely saying that we should have an expansion of 
commonwealth preferences if we got into a buyer’s market again. That would 
not be of any use today without convertibility of sterling. 

Mr. Macponnewu: Surely we can discuss only what is within our com- 
petence here. 

Mr. Larne: The first prerequisite is not going to be the desire of the com- 
monwealth to give preferences to one another if they have not got the currency 
to pay for the goods. 

The CHarrMAN: Could we reach an agreement in this way? 

Mr. Carrouu: This is Mr. McKinnon’s own drafting, is it? 

The Cuarrman: No. In the first paragraph he concurred in Mr. 
Macdonnell’s draft without change. 

Mr. Carrotu: He agreed with it but he has made a change in Mr. 
Macdonnell’s paragraph as we have it now. 

The CHAIRMAN: Yes. 

Mr. Carrouu: I have a fairly distinct recollection of Mr. McKinnon or of 
some other witness using almost the precise words. I am not absolutely certain 
of it but I have a fairly distinct recollection. I am pretty sure it was Mr. 
McKinnon who was giving evidence at the time. 

Mr. Fiemine: Well, if Mr. McKinnon has looked over this and if it carries 
his endorsement, then in view of the regard in which we hold Mr. McKinnon, 
I for one am prepared to take his statement. 

Mr. Lain: How can we say they are of vital significance when, after 


.three years’ experience, we have enjoyed such an export trade? 


Mr. Fureminc: We must look at the quantity as well as the dollars; and in 
regard to the total again—the total of world trade at that time—I think it is not 
the slightest exaggeration to say that they were of vital significance at that time. 

The Cuatrman: Mr. Laing and Mr. Macdonnell, would this wording meet 
both of your views: By deleting the words in the fourth line “in a buyer’s 
market”, and substituting “under normal trade and currency exchange 


conditions.” 


Mr. Latina: That would be acceptable, so far as I am concerned. 

Mr. Fiemine: In normal times, that would not meet the situation. 

The CuHarrMAn: In normal times there is a buyer’s market, is there not? 

Mr. Fraser: No. 

The CuHamrMAan: No. Well, Mr. Laing, unless you have any very serious 
objection— 

Mr. Laina: No, I have no great objection to it, but I hardly think that it is a 
factual statement. I would hate to have to try to prove it. 

The CHarrMAN: Could we not substitute “real” for “vital” significance? 

Mr. Latna: That does not make it much different. 

The CuarrMan: You have Dr. Isbister’s evidence there. Will you turn it up? 

Mr. Larne: I think there was a reference made by one of the Wolnesees to 
the buyer’s and seller’s markets. 

The CHAIRMAN: We have turned it up. It is at page 198. 

Mr. Laine: What does it say? 

The CHAIRMAN: You read it. 

Mr. Larne: There is a reference to buyer’s and seller’s markets. 


Mr. Macponnetu: I think anyone would agree that we had a buyer’s 
market in 1933, and that we have a seller’s market now. 
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Mr. Fraser: We have a seller’s market now oe for automobiles. 


The CHAIRMAN: You will see at bottom of the page: 


My rough conclusions would be just to repeat briefly that in the past 
our market for manufactured goods in parts of the British Empire and 
commonwealth outside the United Kingdom have not only been assisted 
by the preferential system but indeed the market was created and based 
upon the preferential system. 


Mr. Larne: The exact words were uttered, but they happened to have been 
said by Mr. Harkness. May I read them? 


The CHAmRMAN: What is the page? 
Mr. Laine: Page 199, about the middle of the page. 


The CHarrMAN: Yes, and I read as follows: 


Mr. Harkness: From all that it would perhaps be a fair generalization 
to say that the British preferences have been of great value to us both as 
far as the basic industry is concerned as well as the manufacturing 
industries when there was a plentiful supply of goods; in other words, 
when there was a buyer’s market. But when you get into a situation as 
exists today, a seller’s market, they are of much less value. 6 


Mr. Isbister: Well, that is even a little more complex than that 
because a year or two ago we were approaching a position where there 
was a very plentiful supply of all kinds of goods but the United Kingdom 
and sterling area countries were still saving dollars and the ,preferential 
system did not help us, but to your statement has to be added additional 
the fact that preferences are of assistance to us perhaps most in a period 
when there is a glut of goods and therefore price competition becomes 
important; secondly, in a period that the United Kingdom and the sterling 
area have their markets open to us. 


The CuHairmMan: Dr. Isbister’s answer, Mr. Laing— 
Mr. Laine: —certainly qualifies this first sentence here. 


The CuarrMan: The last sentence I read is a very plain answer: 


but to your statement has to be added additional the fact that preferences 
are of assistance to us perhaps most in a period when there is a glut of 
goods and therefore price competition becomes important; 


Mr. Fiemine: Am I right in understanding that Mr. McKinnon has been 
over this? After all we have got Mr. McKinnon’s authority behind it, and we 
cannot do much better than that. 


The CHarrMan: I think Dr. Isbister’s answer is pretty well paraphrased by 
this recommendation: He certainly refers to the seller’s market and the buyer’s 
market and that is most advantageous to us. 


Mr. Laine: Could we insert the words, after “easily again”: “with improve- 
ment in the international currency picture would be of vital importance’? 


The CHatrrMAn: Mr. Macdonnell, how was the foreign exchange market in 
1932-33? Was there parity? 


Mr. Macponneui: I would not want a answer that. Actually the pound 
was strong then. 


The CuarrMan: Mr. Laing suggests that we insert “fon the other hand in 
the buyer’s market and with normal trade exchange.” 


Mr. Macponneut: That seems to me to be something we never discussed 
in this committee and it is quite foreign. J am not pressing this at all. It seems 
to me ito be one thing that might be of a constructive nature that came out. I 
say I must agree with Mr. McKinnon. 
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Mr. Batcom: Is not Mr. Laing’s idea or thought implied here? 


Mr. Fiemine: You are only saying “if it could be.” Now, that word “could” 
would presuppose certain conditions. 


Mr. Macponne tu: I do not want to stick to the word “‘vital”’. 


The Cuairman: I think we have threshed it out pretty well. All those in 
favour of the amendment as it stands please signify. 


Mr. Bretryaupr: What is the amendment? 


_ The CHarrman: You have it in front of you. The first two paragraphs. 
All those in favour please signify. Opposed, if any? 
It is unanimously carried. 


Mr. Laing moved the adoption of the committee report as amended by 
the amendment submitted today. 


Mr. Creston: Before you adopt a final report I would like to make a 
suggestion. I am rather new at the procedure and therefore may be on delicate 
ground on the suggestion I would like to make, but from the experience I have 
had here when we review what transpired we concluded that our team went over 
to Torquay and simply came back and reported to us, and during the course 
of our deliberations we have found that it would have been perhaps helpful if 
we could have seen our team before it went over and presented some of the 
problems they would have to deal with and perhaps they could have received 
some direction from us. I want to suggest, if it is in order, that we recommend 
in future when an international conference is going to take place with respect to 
trade and commerce that our team meet a committee upon it such as this and 
discuss with it some of the problems they may face, and receive direction, seek 
our advice, and when they return we can then hear their report, deliberate with 
them, see what they achieved and make the comparison. I do not know, as I 
said, whether my suggestions will be in line with the rules of procedure.. Perhaps 
Mr. Fleming and others who have had more experience than I can clarify that, 
but it seems to me that we would serve a much more useful purpose if we could 
have met with those gentlemen before they went over, and then received their 
report. 

Mr. Fraser: Do you not think, Mr. Chairman, that the Tariff Board, during 
the past few years since the Geneva Agreement, have been compiling data regard- 
ing the pros and cons of what was what and then when they went to Torquay 
they knew what to bargain for; they knew because the manufacturers and the 
importers and exporters had been approaching them. They acknowledge that. 

Mr. Crestouu: Then what is actually the function of this committee? 

Mr. Batcom: Educational. 

Mr. CrestoHu: I am just making a suggestion as to what I think is a 
procedure that might be helpful to them. Of course, they compiled their evidence 
over a period of years. Let them come to parliament with that evidence, let 
them seek the advice of the House and then go to bat—not to come back here 
and face parliament with a fait accompli. 

Mr. Carrotu: They are getting some pretty good instructions from the 
committee in this: 

Your committee recommends that in further trade negotiations with 
other countries, the government should follow the existing practice of 
not narrowing or reducing the margin of preference without receiving in 
return full and adequate compensation for such action. 


It seems to me we could not give them any better instructions than that if they 
met us here. 
Mr. Fraser: They have to horse trade all the way through over there. 
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Mr. MacponneELL: Do you not think, Mr. Chairman, if they came to us 
first of all they would have to deal purely in generalities, partly because, as 
Mr. Fraser has said, they could not expose their hand? If there are any trade 
secrets or negotiating secrets they would have to keep them to themselves. It 
is an attractive idea but it does not seem to me to be very practical. 

‘The CuarrMaN: Well, the suggestion is thrown out and we will have time 
during the recess to study it further and when we meet again Mr. Crestohl can 
reintroduce it. 

Mr. Crestouu: I prefaced my remark by saying I may be on delicate 
ground, not being familiar with the procedure. But when we are faced with a 
fait accompli what can we do? Should we say you did well, or criticize them 
saying: You have not done well? | 

Mr. Macponneuu: Have not governments got to do that kind of thing in 
many cases? 

Mr. Laine: Did they know what they wanted to do when they went. over? 
They knew what they wanted to do. I think negotiations are tight negotiations. 


Mr. CresroHt: I am not reflecting on the negotiations but I thought 
perhaps we should try to make the functions of this committee a little more 
useful, if possible. 

Mr. Batcom: Any committee member can interview the Tariff Board at 
any time, see them individually, just the same as a manufacturer can. 

Mr. Fraser: Yes, you can meet the Tariff Board at any time. — 


The CHAIRMAN: I appreciate your point exactly, Mr. Crestohl. My own 
frank and offhand opinion is this, that these negotiations were referred to this 
committee in order that members of parliament might know what had hap- 
pened, might know fully of all the preparations that were made prior to our 
team leaving for the old country, and might be in a position to criticize if any- 
thing wrong had been done. Your stand is that it would be preferable to give 
advice in advance, rather than to criticize after the event has occurred. 

Well, in view of the fact that such adequate precautions were taken by 
the team in advance to make themselves acquainted with the underlying needs 
of our exporters and importers, and in view of the fact that the results have — 
been so gratifying, I just wonder whether any committee of parliament, even 
had it met and discussed the whole problem with the team before it went to 
Torquay, could have made any helpful suggestions to them? Then, of course, 
there is the other point that I think would be most important—in any negotia- 
tion of this nature Canada’s team should not go with its hands tied in advance. 

Mr. Crestouu: Mr. Chairman, I would like to point out that the objective 
of my suggestion is not to pass around criticism. My objective is that we 
meet with the team in advance to be of assistance to them, and to give them 
such direction as we may be able to give them. 

Mr. Fiemine: Not direction, that comes from the government. 

Mr. Creston: Well, perhaps “direction” is the wrong word. , 

The CHatrMAN: We are holding a post mortem on something that has 
happened but, looking over the whole picture, does any member of the com- 
mittee think that if we had met our team and discussed the whole matter before 
they left the results would have been any better than they have been? 

Mr. Cresrouu: No one is in a position to say. 

Mr. Larne: The best we can expect is that such a meeting would doubly 
emphasize the representations that were already made by various groups. I 
have in mind as they advised us, that they had a great deal of representation 
on the one business of plywood. The British Columbia members have been 
particularly delighted over this thing and our delight is already confirmed 
because in British Columbia there are new plywood plants in the course of 
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construction involving some $44 million. Two firms are doubling their plants, 
the H. R. MacMillan Company, and Western Plywoods. A lot of material 
came from the plywood manufacturers and plywood was one of the things they 
went after and they got double the protection from the American manufacturers. 

If Mr. Crestohl’s suggestion passed then all we could do would be to add 
strength to the representations from certain groups and beyond that I do not 
think much could be gained. 


Mr. Fraser: You would have to hold meetings on that type of thing, prior 
to Torquay for instance, in camera. | 


Mr. Fiemine: Mr. Chairman, I think Mr. Crestohl has put forward a 
suggestion for consideration and not necessarily as a recommendation in this 
present report. It is something that we can ponder on and discuss when we 
come back at the next session. : . 


Mr. CrestoHu: As I said I am not familiar with the procedure. 


The CuatrmMan: I would suggest you have a chat with the chairman of the 
Tariff Board and get his reaction. 


Mr. Fiemine: You had better have a chat with the Minister of Trade and 
Commerce too. 


Mr. McMuituan: Is it not the responsibility of the government to put forward 
these proposals? 


The CHarRMAN: Only in part. The trade makes many proposals. As Mr. 
Laing has mentioned, the trade made the proposals on plywood and I imagine. 
they gave our team an immense amount of material to use and to help them 
in making a deal. 

Well, gentlemen, you have been very patient during this inquiry and the 
Chair wishes to thank you. 


Mr. Fiemine: As this is our last meeting I think the committee would like 
to express its appreciation for the work of the chairman and also for the work 
of our secretary. 


Some Hon. Members: Hear, hear. 
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